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STATEMENT OF QUESTIONS PRESENTED 


Six basic questions are presented by this case: 


I. (a) Whether the District Court erred in holding that 
it had local equity jurisdiction over the subject matter of 
this equity action for title to patents and patent applica- 
tions under Section 306, Title 11, D. C. Code 1951 and juris- 
diction over the person of defendant-appellant because 
of a counterclaim for royalties and infringement, after 
having first held that it did not have jurisdiction over 
the subject matter of this action and appellant under 
the patent laws, 35 U. S. Code Section 295 and 28 
U. S. Code, Section 1338 (a), which was the jurisdic- 
tion invoked by the complaint, when this action could not 
have been properly brought in the District Court by origi- 


nal process, because of the limitation of the jurisdiction 
of Section 306 by Section 308, Title 11, D. C. Code. 


(b) Whether, if the District Court was not in error in 
holding that it had local equity jurisdiction over the sub- 
ject matter of this action under Section 306, Title 11, D.C. 
Code, 1951, the Court violated the defendant-appellant’s 
constitutional right of procedural due process, as guaran- 
teed by the Fifth Amendment of the United States Consti- 
tution, when it recast the complaint to include the jurisdic- 
tional basis of said Section 306 after appellant had an- 
swered and counterclaimed. 


(ec) Whether, if the District Court was not in error in 
holding that it had local equity jurisdiction over the sub- 
ject matter of this action under Section 306, Title 11, D.C. 
Code, 1951, the Court erred in holding that the defendant- 
appellant’s counterclaim was a permissive counter-claim 
and not a compulsory counter-claim under Rule 13(a), of 
the Federal Rules of Civil Procedure and that therefore ap- 


pellant waived any objection to jurisdiction over his per- 
son. 


II. Whether the District Court erred in refusing to 
dismiss this action for lack of jurisdiction over the plain- 
tiff-appellee when this action was commenced on April 21, 
1958 because at that time the plaintiff-appellee’s corpo- 
rate powers had been suspended or lost by failure to file 
proper annual reports and pay franchise fees in accordance 
with the Michigan Corporation Statutes. 


Ill. Whether the District Court erred as a matter of 
law in holding that the appellant, as an officer and director, 
breached his fiduciary relationship with appellee company. 


IV. Whether the District Court erred as a matter of 
law in holding that the plaintiff-appellee company was the 


equitable and legal owner of patents and patent applica- 
tions filed in defendant-appellant’s name after appellant 
and other parties had organized the appellee company for 


the specific purpose of producing appellant's bushing in- 
vention under a patent license agreement, and which inven- 
tion was developed before the organization of the appellee 
and which invention was defined and claimed in the earliest 
filed one of said patents, on the grounds that the invention 
hed been developed after the organization of appellee and 
that appellant as an officer and direetor breached his fi- 
duciary relationship with the appelle company, 


V. Whether, if the defendant-eppellant as an officer 
and director did breach his fiduciary relationship with the 
the appellee company, the District Court erred by not ap- 
plying Section 47 of the Michigan General Corporation 
‘Act under which this action was barred by the 2 year 
and 6 year limitations set forth therein. 
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VI. Whether, if the defendant-appellant as an officer 
and director did breach his fiduciary relationship with the 
appellee company, the District Court erred as a matter of 
law in holding that this action was not barred by either the 
Michigan or the District of Columbia statutes of limita- 
tions. ; 
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JURISDICTIONAL STATEMENT 


This is an appeal from the Judgment entered in this case 
on September 27, 1961 (J. A, 234) declaring that plaintiff- 
appellee, is the owner of the entire right, title and inter- 
est in and to any and all pending patent applications on 
drill guide bushings filed by appellant between April 1, 
1949 and February 17, 1957, and United States Letters Pat- 
ents, Nos. 2,737,425, 2,744,424, 2,766,083, 2,766,084 and 2,- 
852,322, (P. Exs. 6, 5, 7, 8, 9). all issued to the defendant-ap- 
pellant. The appeal also questions the District Court’s 
jurisdiction over this case. Notice of appeal from this 


2 
Judgment was filed and served on October 25th, 1961 (J. A. 
236). 


The plaintiff-appellee’s complaint (J. A. 4) stated that 
the District Court had jurisdiction of the subject matter 
of this action under Title 28, United States Code, Section 
1338(a) (Act of June 25, 1948, ¢. 646, 62 Stat. 931); and 
jurisdiction of the person of appellant under Title 35, 
United States Code, Section 293 (Act of July 19, 
1952, e. 950, Section 1, 66 Stat. 814), and jurisdiction 
to declare plaintiff-appellee’s right to the patents and 
patent applications involved under Title 28, United 
States Code, Section 2201 (July 7, 1958, Pub. LL. 85- 
508, Section 12(p), 72 Stat. 349. 28 U.S.C. 1338(a) provides 
that the District Courts shall have original jurisdiction 
of any civil action arising under an Act of Congress relat- 
ing to patents. 35 U.S.C. 293 is a patent statute providing 
for service of process or notice to patentees not residing 


in the United States of proceedings affecting the patent or 
rights thereunder. 28 U.S.C. 2201 is the Federal Declara- 
tory Judgment Act. 


In this action, the appellee company, North Branch Prod- 
ucts, Inc., a Michigan Corporation, of Millington, Michigan, 
asked the Court to declare that the appellee was the owner 
of the aforesaid patents and patent applications to which 
title was held by the inventor and appellant, W. Reuen 
Fisher, a citizen of the United States residing in Alberta, 
Canada. The appellant filed an answer and a counter-claim 
(J. A. 14) for royalties and infringement. During the pre- 
trial hearing the appellant raised a jurisdictional question 
as to whether or not the District Court had jurisdiction 
over the subject matter of the action set forth in the com- 
plaint. The District Court granted leave to file a motion 
on this jurisdictional question and after a hearing thereon 
the Court held that it did not have jurisdiction under the 
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aforecited patent laws over the subject matter of the action 
set forth in the complaint and that service by publication 
under 35 U.S. C. 293 was ineffective (JA 90; 179 F. Supp. 
843). However, the District Court held that it did have 
jurisdiction over the action set forth in the complaint under 
its local gencral jurisdiction, in accordance with the provi- 
sions of Section 306, Title 11, D.C. Code, 1951, because of 
the interposing by appellant of the counter-claim for royal- 
ties and infringement. The District Court went further, 
and upon its own motion invoked the doctrine of forum 
non convenicus and declined to accept jurisdiction of the 
cause and dismissed the action on the ground of forwn non 
conveniens. The plaintiff-appellee appealed to this Court 
of Appeals and this Court reversed the District Court and 
remanded the case for trial (J. A. 96; 284 I. 2d 611, 1960. 
This case was heard by the District Court with a jury and 
the Judgement on which this appeal is based was entered on 
September 27, 1961, together with the Findings of Fact and 
Conclusions of Law in support thereof (J. A. 230). This 
Court has the jurisdiction to hear this appeal and review 
the District Court’s Judgment under 65 Stat. 726 (1951), 
98 U.S. C. 1291 (1952). 


STATEMENT OF THE CASE 


The present action is an action brought by the plaintiff- 
appellee, North Branch Products, Inc.. a corporation or- 
ganized and existing under the laws of the State of Michi- 


gan, and having its principal place of business at Milling- 
ton, Michigan, against the defendant-appellant, W. Reuen 
Fisher, a citizen of the United States, residing in Alberta, 
Canada, for a decree adjudging that the appellee company 
is the owner of certain United States patents and patent 
applications filed in the United States Patent Office in the 
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name of the appellant between April 1, 1949 and February 
17, 1957. As set forth in the District Court’s pre-trial state- 
ment, the basis of the action is that the inventions involved 
in the patents and patent applications were made while 
the defendant-appellant was an officer or an employee of 
the plaintiff-appellee and in a fiduciary relationship with 
the appellee company, and the inventions related to his 
work as an officer or employee (J. A. 45). 


The Patents and applications involved in this action all 
relate to bushings of the drill guide type and include a re- 
placeable coiled liner. The coiled liner may be easily and 
quickly removed from the retainer or outer part for re- 
placement purposes. Appellant was connected with a bush- 
ing company, the Universal Engineering Co. of Franken- 
muth, Mich. for 20 years as an incorporator, officer and 
director, until March 19, 1949, before being associated with 
appellee. In the latter part of 1948 appellant conceived his 
novel bushing with the replaceable coiled Hiner. On Decem- 
ber 7, 1948 appellant bought 12 special coils (Dft’s Ex. 20) 
made from drill rod, from the Hartz Spring Company of 
Holly, Michigan. Appellant had the Lake Odessa Tool Co. 
at Lake Odessa, Michigan make some bushings (Dfts. Ex. 
21) with the coils in the first three months of 1949). 


Appellant knew Swanson, the president of appellee, be- 
eause both of them had been dircctors on the Board of 
Universal Engineering Co. During the first three months 
of 1949 appellant had many meetings with Swanson during 
which they discussed the organization of a company to 
make the bushing. Appellant gave Swanson one of the 
bushings (J. A. 158). Swanson and appellant agreed to or- 


ganize a company to make the bushing. Between March 19 
and March 25, 1949 Swanson gave appellant money which 
he had obtained from prospective stockholders and from 
his own sources, and appellant added moncy of his own and 
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bought out the assets of a company which was known as 
the North Branch Products Company (J. A. 270), which 
had been formed in 1937 to produce shect metal stamp- 
ings. 


Appellant and Swanson agreed orally before organizing 
appellee that appellant would be compensated for the right 


to manufacture his inventions on the royalty basis of one 
per cent of the gross sales of the company, with a minimum 
of $500.00 per month and a maximum of $15,000.00 per 
month, with a charge-back of any salaries that were to be 
paid appellant. 


The first sharcholders mecting of appellee was held on 
April 1, 1949, and Swanson was elected President, Grim 
was elected Vice-President and appellant was elected Secre- 
tary-Treasurer. Appellant's patent license with appellee 
Was approved at the first stockholders meetings on April 
1, 1949. Thereafter, the agreement (Pls. Ex. 1) dated April 
5, 1949 was prepared by appellant and executed by Swan- 
son. 


Swanson and appellant both contributed sums of money 
to the company, from time to time. These sums of money 
were actually on loan to the company and no notes or 
other securities were given, From time to time Swanson 
and appellant would draw out a portion of that money re- 
tained by the company as a sort of a drawing account, each 
being credited with the amounts paid in and debited with 
the amounts paid out. A scparate account for each party 
was carried on the books of the company up to at least the 
4th day of December, 1954, when the books were taken out 
of the possession of appellant and the ledger containing 
such accounts never was returned (J. A. 168). Appellant 
contributed approximately $80,000.00 (Dft’s Exs. 26 and 
28) to the company. 
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Appellant served as Seeretary-treasurer, manager and 
director of appellee from April 1, 1949 to December 4, 1954. 
Between December 1954 and May 1956, appellant served 
only as sales manager (J. A. 177). The Board minutes (PI. 
Ex. 22) for the meeting of May 2, 1956 show that the appel- 
lant was re-appointed General Manager on that day. The 
minutes for April 30, 1956 show that appellant was elected 
as Seeretary-Treasurer for the ensuing year. Appellant 
resigned as Seeretary-Treasurer and General Manager on 
October 31, 1956 and this resignation was accepted by ap- 
pellee as shown by the Board minutes of November 6, 1956, 
Appellant was again appointed General Manager at the 
Board meeting of December 2, 1956. 


The patent license, plaintiffs Exhibit 1, listed three 
patent applications as filed by appellant in April, 1948, No- 
vember 1948 and December 1949. As an actual matter, ap- 
pellant was mistaken in his dates and had only two applica- 
tions filed on April 5, 1949. The first application was filed 
December 22, 1948 and disclosed a coiled wire embedded in 
a cast body, and the application S. N. was 66,663 (Pls. Ex. 
2). The second application matured as patent No. 2,543,840 
and related to a locking device for a solid steel bushing. 


Several patent applications were filed by appellant after 
April 5, 1949 and the claiins thereof covered the replace- 
able coil structure of the bushing (Deft’s Ex. 21) appellant 
had made before April 1, 1949. The first application was 
ordered by appellant on November 7, 1949 (Deft’s mx. 12) 
and filed in the Patent Office under S. N. 194,099. The see- 
ond application was filed January 10, 1952 and matured 
into Patent No. 2,744,424 (Pl. Ex. 5). The claims of patent 
No. 2,744,424 are not limited to any particular coil cross 
section or form, and the coil may be made from round or 
flat stock. 
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Appellee’s expert witness testified (J. A.131) that a com- 
mon feature present in the patents in issue in this action 
was also present in the structure shown in the drawing, 
defendant's exhibit 2, which was the drawing from appel- 
lant’s application S.N. 194.099, defendant’s Exhibit 12, 
filed 11-4-50 (J. A. 150,131), and (J. A. 151,152) that claim 
1 of patent No, 2.744.424 covers the use of a reducible di- 
ameter and expandable diameter coil as a guide bushing, 
and this claim did not claim any feature of end capping of 
the coil. 


Appellant paid for his applications as they were filed. 
Some of them were paid by appellant's personal checks (PI. 
Pixs. 15-21) and others were paid by checks of the appellee 
company which were charged back to the drawing account 
of appellant (J. A. 168). Prior to appellee’s organization no 
company had made a bushing having a coiled liner, Conse- 
quently, a large amount of experimentation was resorted 
to in order to determine how to manufacture the invention 
(J. A. 212, 215). After the bushing had been proven to 
the trade as being acceptable, the Board of Directors of ap- 
pellee required appellant to disclose all patent applications 
which he had filed. These applications had been filed with 
the knowledge and consent of appellee and Swanson in 1952 
or 1953 requested his name to be placed on some of the 
applications (J. A. ISO, 181). 


At a specially called meeting of the Board on December 
4.1954, appellant was asked to produce the patent applica- 
tions pertinent to this action. Ata subsequent Board meet- 
ing held on December 8, 1954, appellant told the Board that 
they could go to his patent attorney's office and inspect the 
patent applications (J..A. 180), Appellant had learned that 
it was the intention of appellee to dispose of the patent 
rights and appellant refused to give the Board copies of the 


applications for circulation among the trade, 


8 


Appellant retained Albert A. Smith, an attorney, to rep- 
resent him at the Board meeting of December 20, 1954. In 
the letter from Swanson (Deft’s Ex. 1) calling for the board 
meeting of December 20, 1954, it was specifically mentioned 
that they would discuss rights and benefits of the company 
under the agreement relating to patents and patent appli- 
cations. Smith testified that at the meeting of December 
20, 1954, patent applications were discussed and he advised 
appellant not to give appellee any applications. In the 
words of Smith, “This was a keep still and act tough situa- 
tion, strictly a business situation, which didn’t involve any 
law as far as I was concerned at all.” (J. A. 150, 151). Smith 
consulted a patent attorney by telephone concerning these 
patent applications and sent appellant a bill for services 
which was paid by stock in the appellee company (J. A. 
142). Smith drafted a sales contract between appellant and 
Revere Fisher Engineering Co., the sales subsidiary of 
appellee. Appellant paid $25,000.00 for the sales contract 
with Revere Fisher Engineering Co. (J. A. 166). 


Between December 1954 and May 1956 at which time ap- 
pellant was again re-elected as Secretary-Treasurer and 
General Manager, he spent his time on sales and engineer- 
ing (J. A. 165). The books during this time were kept by 
a bookkeeper and at a location designated by Swanson. 


Appellant’s sales efforts were successful and orders for 
a large amount of the bushings were received by appellee. 
The Revere Fisher Engineering Co. used catalogs in its 
sales activities which displayed the products of appellee 
and these catalogs were marked “patent pending” and with 
patent numbers (J. A. 118, 119). Appellee paid royalties 
as shown by the royalty account ref; erred to in Defendant’s 
Exhibit 3, page 4, under manufacturing expenses. 


On February 17, 1957, appellee’s Board of Directors upon 
a motion made by Smith discharged appellant from his 
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position as General Manager. Appellant received royalties 
for a period of four months after discharge, At that time 
Smith decided that the patents belonged to appellee and 
started this action, 


STATEMENT OF POINTS 


The following are appellant’s Statement of Points on 
which he intends to rely on appeal; 

1. The Court erred in holding that it had local equity 
jurisdiction of the subject matter of this Action under See- 
tion 306, Title 11, D.C. Code. Section 308, Tithe 11, D.C. 
Code limits the jurisdiction of Section 306, and accordingly, 
the Court did not have any jurisdiction over the subject 
matter and the parties since the action was .not properly 
brought. 


2.) The Reeasting of the Complaint to include the juris- 
dictional basis of Section 506, after appellant had answered 
and counter-claimed, put appellant in an indefensible posi- 
tion whereby he could not challenge the recast jurisdic- 
tional basis by a Motion to Dismiss before answer, thus 
creating a retroactive waiver of personal jurisdiction on 
the part of appellant; and, the appellant's constitutional 
right of procedural duc process as guaranteed by the Fifth 
Amendment of the U.S. Constitution was violated. 


3. The Court erred in holding appellant’s counter-claim 
was not a compulsory counter-claim under Rule 15(a) of 


the Federal Rules of Civil Procedure. 


4+. The Court erred in denying appellant's motion to dis- 
miss this action on the grounds that appellee's corporate 


powers had cither been suspended when this action was 
started by the appellee on April 21, 1958 or lost. 
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5. The Cost erred in holding as a matter of law that the 
Agreement of April 5, 1949 did not extend to new and pat- 
entable inventions disclosed in the patents and applications 
involved in this suit. 

6. The Court erred in holding as a matter of law that 
appellant violated his fiduciary relationship. 


- 


7. The Court erred in holding as a matter of law that 
appellee’s cause of action was not barred by either the 
Michigan or the District of Columbia statutes of limitations. 


8. The Court erred in holding as a matter of law that 
appellee was entitled to a decree declaring it to be the 
owner of the legal title of the patents and applications in 
issue in this action. 


9. The Court erred in perpetually enjoining the appel- 
lant from using the structures disclosed in claims in said 


patents because the basic invention involved in said patents 
was made by the defendant before appellee was organized 
and this is shown by Appellant’s Exhibit 21. 


10. The Court erred in finding that the defendant-appel- 
lant was in sole charge of all phases of manufacture and 
sale of the drill guide bushings. 


11. The Court erred in finding that appellant was at 
all times paid a salary for his work. 


12. The Court erred in finding that the inventions 
claimed in the patents in issue in this case were developed 
by the appellant with the use of appellee’s machinery, plant 
facilities, material, employees, and with company time and 
company funds. 


13. The Court erred in finding that the appellant re- 
fused and failed to give any information to appellee’s of- 
ficers and directors with respect to the existence and/or 
status of patent applications. 
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14. The Court erred in failing to find that the contract 
of April 5, 1949 was extended by the acts of the parties to 
cover any improvements made on the basi¢ invention em- 
bodied in appellant's Exhibit 21. 


15. The Court erred in failing to hold that the appellant 
paid for the patents involved in this case. 


16. The Court erred in failing to apply the Michigan 
General Corporation statute section 47, as a matter of law, 


and dismiss this case. 


17. The Court erred in failing to hold that there was a 
common feature among all of the coil bushing structures 
shown in appellant's patents in issue in this suit and his pre- 
incorporation coil type bashing Exhibit 21, and that, that 
common feature is that the bushing includes a coil liner 
which can be twisted so as to reduce its outer diameter to 
permit it to be inserted in, or taken out of, a solid bush- 
ing retainer or body, and, that the appellant is the inventor 
of the coil type liner drill guide bushing with its commen 
feature which runs throughout all of the patented drill 
guide bushings shown in the patents in issue in this suit. 


1S.) The Court erred in failing to hold that the plaintiff- 
appellee company admitted infringement of claims 1 and 
2 of defendant-appellant’s patent No, 2,744,424. 


SUMMARY OF ARGUMENT 


This action is null and void because the appellee com- 


pany’s corporate powers and capacity to sue had been sus- 
pended at the time this action was brought by appellee. 
The appellee's corporate charter was absolutely void on 


Mav 15, 1958, the date on which appellee attempted service 
over the appellant by publication, The District Court does 
not have jurisdiction over this case because it was not 
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properly brought. The District Court ruled that it did not 
have jurisdiction over this action under the patent laws 
and appellant contends that the Court does not have juris- 
diction under section 306, title 11 of the D.C. Code, since 
section 306 is limited by section 308 which says that this 
action could not be brought as an original action under 
section 306 because appellant was not an inhabitant of or 
found within, the District of Columbia when this action was 
brought. The recasting of the complaint to add the original 
jurisdiction of section 306 after answer and counter-claim 
is a violation of appellant’s constitutional right of proce- 
dural due process under the 14th amendment of the U.S. 
Constitution since the appellant did not have a chance to be 
heard on whether or not the Court had original jurisdiction 
under section 306 and the Court effected a retroactive 
waiver of personal jurisdiction on the part of appellant. 
The appellant’s counter-claim did not give the Court per- 
sonal jurisdiction over the appellant if the District Court 
had jurisdiction under section 306 of the D. C. Code since 
appellant’s counter-claim was a compulsory counter-claim. 
This action is barred by the District of Columbia three 


year statute of limitations. This action was extinguished by 
both the two and six year rules of section 47 of the Michi- 


gan Corporation Statutes, 


The findings of fact upon which the Court made its con- 
elusion of law that appellant had breached his fiduciary 
duty were clearly erroneous because appellee knew of the 
additional patent applications. Appellant paid for the pat- 
ents and applications in issue in this action. The improve- 
ment patents maturing from applications filed after April 1, 
1949 were included in the patent agreement of April 5, 1949 
by the acts of the parties to this agreement, and the agree- 
ment was impliedly extended to cover such improvements. 
The District Court’s judgment that appellee owns the pat- 
ents should be reversed because the Court's conclusions of 
law were founded upon findings of facts which were clearly 
erroneous. : 


ARGUMENT 


QUESTION No. I(a) 


Whether the District Court erred in holding that it had 
local equity jurisdiction over the subject matter of this 
equity action for title to patents and patent applications 
under Section 306, Title 11, D. C. Code 1951 and juris- 
diction over the person of defendant-appellant because 
of a counterclaim for royalties and infringement, after 
having first held that it did not have jurisdiction over 
the subject matter of this action and appellant under the 
patent laws, 35 U. S. Code Section 293 and 28 U. S. 
Code, Section 1338(a), which was the jurisdiction in- 
voked by the complaint, when this action could not have 
been properly brought in the District Court by original 
process, because of the limitation of the jurisdiction of 
Section 306 by Section 308, Title 11, D. C. Code. 


The answer should be “Yes”. 
JURISDICTION 


The threshold question in every case in the Federal 
Courts is jurisdiction. The Courts will raise the issue of 
jurisdiction on their own motion, and this they must do 
even though it is not raised by the parties (Warner v. Ter- 
ritory of Hawaii, 9 Cir., 206 F, 2d 851). Jurisdiction is eon- 
ferred on a Federal District Court solely by statute. There 
is no presumption of jurisdiction in the Federal Courts 
(Lehigh Mining & Manufacturing Co. v. Kelly, 160 U.S. 
327, 16S. Ct. 307, 40 L. led. 444 and United States v. Green, 
9 Cir., 107 F. 2d 19), and it may not be conferred by con- 
sent or waiver of the parties. 


Appellee alleged in its complaint that the Court had 
jurisdiction of this action for title to patents and applica- 
tions under the Patent Laws, specifically, 28 U. S.C. 
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1338(a) and 35 U.S. C. 293 (J. A. 4,5). The complaint did 
not allege any local jurisdiction under Section 11-306 of 
the D. C. Code. At the pre-trial of this case appellant 
moved to dismiss the action on the grounds that the Court 
had no jurisdiction under the patent laws 293. 


The Court held a hearing on the motion and held that 
the question was one of first impression and that service 
by publication under Section 293 was ineffective and that 
this case could not be brought within the categories of Fed- 
eral Jurisdiction based on diversity of citizenship, or that 
founded on the patent laws. The Court then erred when it 
further held that it had jurisdiction over the subject mat- 
ter of this action under the Court’s general local jurisdie- 
tion granted by Section 306, Title 11 D.C. Code, and that 
it had personal jurisdiction over the appellant by the filing 
of the counter-claim for infringement and royalties, and 
that the counter-claim was not a compulsory counter-claim 
(J. A. 90). The Court then dismissed the complaint on its 
own motion on the ground of forwn non conveniens, Ona 
former appeal by the appellee in this case, this Appeals 
Court reversed the District Court and remanded the case 
for trial (J. A. 96). 


In making the decision that it had jurisdiction over the 
subject matter under Section 306, Title 11, D.C. Code, the 
District Court failed to take into consideration Section 308, 
Title 11, of the D.C. Code which limits the jurisdictional 
basis of Section 11-306. Section 308 states that: 

“No action or suit shall be brought in the District 
Court of the United States of the District of Colum- 
bia by original process against any person who shall 
not be an inhabitant of, or found within, the Dis- 
trict.’ (Emphasis added.) 


The appellant was neither an inhabitant of or found 
within, the District of Columbia when this cause was 
? 
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brought by original process. The appellant’s counter-claim 
came after the action was brought. Consequently, appellee 
did not have the right as a matter of law to bring this ac- 
tion in the District of Columbia and the District Court did 
not have jurisdiction over the action, independently of the 
wishes of the appellant. Under these circumstances, it is 
contended by appellant that it was not possible for appel- 
lant to waive his personal jurisdiction. It is contended by 
the appellant that the recasting of the complaint by the 
District Court, to insert the jurisdictional basis of section 
11-306, did not supply the initial jurisdiction over the sub- 
ject matter which should have been present when case 
was commenced in order to support a subsequent waiver 
of personal jurisdiction by way of a counter-claim. The 
present case was clearly not properly brought in the Dis- 
trict Court under either the Patent Laws or the local gen- 
eral equity jurisdiction and it is contended that the District 
Court did not acquire jurisdiction over either the subject 
matter of the appellant, regardless of the counter-claim. 


ACTION NOT PROPERLY BROUGHT 


The appellant’s contention is supported by the United 
States Supreme Court's decision in the case of Blaski v. 
Hoffman, 1960, 363 U.S. 335, 80'S. Ct. 1084, 4 1. Ed. 2d 
1254, wherein the court stated, 


“No court, so far as we are aware, in an action 
for patent infringement or any other, acquires 
jurisdiction either of the subject matter or of the 
parties until the action is properly brought in such 
court.” (Emphasis added.) 


The Supreme Court further declared : 


‘We agree with the Seventh Circuit that: 
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‘¢¢Tf when a suit is commenced, plaintiff has a 
right to sue in that district, independently of the 
wishes of defendant, it is a district ‘‘where (the ac- 
tion) might have been brought.” If he does not have 
that right, independently of the wishes of defendant, 
it is not a district ‘‘where it might have been 
brought,” * * * 260 F. 2d (317), at 321 and 261 F. 
24 (467), at 469.” 363 U.S. at page 344, 80.8. Ct. at 
page 1090. 


This Court is bound by the law set forth in Blaski v. 
Hoffman relative to the appellant’s contention that this 
case was not properly brought in the first instance. Under 
the facts in existence in this case when the complaint was 
filed, the District Court did not have the statutory power 
to amend the appellee’s complaint to insert Section 306, for 
jurisdiction over this case. Section 1653, under 28 U.S.C 
gives the Court the statutory power to amend or correct 
formal defects only in the complaint. 


COUNTERCLAIM 


Appellant’s counter-claim did not give the Court jurisdic- 
tionover this action because it was not properly brought. 
The Court cannot avoid the jurisdictional limitation of See- 
tion 11-308, D.C. Code by asserting that there was a waiver 
of personal jurisdiction under rule 12(h). Jurisdiction, 
where it does not exist under the statute, cannot be con- 
ferred on the Court either by consent of the litigants (Peo- 
ples Bank of Belleville v. Calhoun, et al., 102 U.S. 256, 260, 
26 L. Ed. 101), or through their oversight or inaction, Only 
Congress can enlarge the Court’s jurisdiction. United 
States v. Sherwood, 312 U. S. 584, 589-590, 61 S. Ct. 767, 
85 L. Ed. 1058, See also Rule 82. 
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In view of the forestated facts and law, it is contended 
by appellant that the present case was not properly brought 
in the District Court and the District Court did not acquire 
jurisdiction over cither the subject matter or the parties. 


QUESTION No. I(b) 


Whether, if the District Court was not in error in hold- 
ing that it had local equity jurisdiction over the subject 
matter of this action under Section 306, Title 11, D. C. 
Code, 1951, the Court violated the defendant-appellant’s 
constitutional rights of procedural due process, as guar- 
anteed by the Fifth Amendment of the United States 
Constitution, when it recast the complaint to include the 
jurisdictional basis of said Section 306 after appellant 
had answer and counterclaimed. 


The answer should be “Yes”. 


Jurisdiction cannot rest on any ground that is not affir- 
matively and distinctly set forth in the complaint. The 
question of the District Court’s jurisdiction has to he de- 
termined in view of the jurisdiction invoked by the com- 
plaint regardless of questions that may have been brought 
into the case by the answer or in the course of the subse- 
quent proceedings. See Shulthis v. McDougal, 225 U.S. 
559, 56 L. Hd. 1205. 


The complaint (J. A. 4) invoked the District Court's 
jurisdiction under the Patent Laws and it did not invoke 
the District Court's local equity jurisdiction under Section 
11-306, D.C. Code, Appellant had no notice or chance to 
be heard before Answer and counter-claim regarding the 
alleged jurisdiction under Section 11-306, Appellant con- 
tends that the recasting of the jurisdictional allegation in 
the complaint by the District Court created a retroactive 
waiver of personal jurisdiction on the part of appellant 
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because the District Court went a step further and held 
that the appellant’s counter-claim was not a compulsory 
counter-claim (J. A. 93). The doctrine of retroactive waiver’ 
of personal jurisdiction has been disapproved by the United 
States Supreme Court in affirming the Blaski v. Hoffman 
case since this doctrine was discussed in that case relative 
to Section 1404 (a), 28 U.S.C. at page 323, 260 F. 2d 317. 


Tn its decision reversing the District Court on the matter 
of forum non conveniens this Appeals Court commented 


on counter-claims and personal jurisdiction and cited some 
cases on the waiving of personal jurisdiction by the filing of 
counter-elaims (J. A. 101). However, the cases cited by this 
Court were not in point since the actions in those cases 
were all properly brought in the first instance under valid 
statutory jurisdiction. 


The fundamental requisite of due process of law is the 
opportunity to be heard. Grannis v. Ordean, 234 U.S. 383, 
59 L. Ed. 1363. If this Court holds that the District Court 
had jurisdiction over this action under Section 11-306, D.C. 
Code, appellant contends that the court should nevertheless 
reverse the judgment of the District Court and dismiss the 
action, because otherwise appellant’s constitutional rights 
of procedural due process will be violated. 
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QUESTION No. I(c) 


Whether, if the District Court was not in error in hold- 
ing that it had local equity jurisdiction over the subject 
matter of this action under Section 306, Title 11, D. C. 
Code, 1951, the Court erred in holding that the defend- 
ant-appellant’s counterclaim was a permissive counter- 
claim and not a compulsory counterclaim under Rule 
13(a), of the Federal Rules of Civil Procedure and that 
therefore appellant waived any objection to jurisdiction 
over his person. 


The answer should be “Yes”. 


The District Court did not obtain personal jurisdiction 
over appellant because of the filing of the appellant’s eoun- 
ter-claim, regardless of whether or not the court had juris- 
diction over the subject matter under Section 11-306, D.C. 
Code. The counter-claim was a mandatory counter-claim 
filed under F.R.C.P. 13(a) and appellant contends that he 
did not waive his personal jurisdictional rights. 


COUNTERCLAIM AROSE FROM SAME TRANSACTION 


The appellant's counter-claim was filed in his answer to 
the complaint and it was a compulsory counter-claim be- 
‘ause it arose from the same transaction or occurrence from 
which the appellee's alleged claim for title to patents arose, 
namely, appellant’s relationship with appellee, incuding the 
invention, development, manufacture and sale of drill bush- 
ings disclosed in said patents, using appellee’s tools, funds 
and resources, and, it is this same transaction or relation- 
ship which appellant had to rely on to prove his title to the 


patents as an element of his counter-claim. The appellant's 


counter-claim also grew out of said relationship between 
the parties. In the present case there exists an anomaly. 
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The District Court ruled that the appellant’s counter-claim 
was not a compulsory counter-claim under Rule 13(a), and 
so it was permissive. Accordingly, there should be indepen- 
dent grounds of jurisdiction to hear the counter-claim. The 
counter-claim would not be ancillary to the appellee’s main 
action. However, the District Court did hear the counter- 
claim, and the appellee company conceded inventorship and 
infringement of claims 1 and 2 of patent No. 2,744,424. Ap- 
pellant contends that the District Court by hearing the 
counterelaim and taking testimony thercon admitted juris- 
diction over the counter-claim under the ancillary juris- 
diction of the main action, and so the appellant's counter- 
claim has to be a compulsory counter-claim, Under the 
facts and circumstances of this case appellant could only 
maintain his counter-claim on the basis of a compulsory 
counter-elaim under Rule 13(a). On the matter of a coun- 
ter-claim’s jurisdiction see also the case of Isenberg v. 
Biddle, 75 U.S. App. D. C. 100, 125 F. 2d 741. 


QUESTION No. I 


Whether the District Court erred in refusing to dismiss 
this action for lack of jurisdiction over the plaintiff- 
appellee when this action was commenced on April 21, 
1958 because at that time the plaintiff-appellee’s corpor- 
ate powers had been suspended or lost by failure to file 
proper annual reports and pay franchise fees in accord- 
ance with the Michigan Corporation Statutes. 


The answer should be “Yes”. 


This action was commenced at a time when the appellee's 


corporate powers had been suspended and therefore this 
action is null and void. This action was commenced on 
April 21, 1958 and at that time the appellee had failed to 
file its annual report for 1956 which was due on May 15, 
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1957. Under the Michigan Compiled Laws of 1948, Section 
450.87 (appellant’s appendix), the appellee’s corporate 
powers were suspended, 


The appellee is a Michigar. corporation and its right %o 
sue depends upon the law of the incorporating state, name- 
ly Michigan. See Federal Rules of Civil Procedure, rule 17 
(b) and Sedgwick ve Beasley, US. Ct. of Appeals, Dist. of 
Col., 173 F.2d 918. Michigan is a “substantial compliance” 
state as discussed in Newburgh Steel Co, v. Auto Steel Co., 
288 Mich. 156. However, “substantial compliance” is only 
present in such cases where the annual report and fees are 
submitted before the time for filing the same has expired 
and then the report is not accepted for some technicality. 
Appellee did not “substantially comply” because the report 
was 11 and 34 months overdue. 


QUESTION No. III 


Whether the District Court erred'as a matter of law in 
holding that the appellant, as an officer and director, 
breached his fiduciary relationship with appellee com- 
pany. 

The answer should be “Yes”. 


The appellant contends that the District Court erred in 
making its conclusion of law that appellant had breached 


his fiduciary relationship with the appellee company. The 
court did not say what the breach comprised. The only find- 
ings of fact which appear to be pertinent to this conclusion 
of law are findings of fact 8 and 11. 
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FINDING OF FACT 8 
Principal Stockholder 


Appellant contends that the appellee did not prove 
that the appellant was, and continues to he, the principal 
stockholder of the company. The witness Grim stated that 
there were 170 stockholders in the corporation who had in- 
vested $500,00 for their stock (Tr. 170). Appellee did not 
submit any evidence as to what percentage appellant’s hold- 
ings were relative to the total holdings in the company. 
Many shares of stock have been sold since the appellant 
was discharged on February 17, 1957 and no proof was sub- 
mitted by appellee to substantiate the statement that ap- 
pellant was and continues to be the principal stockholder. 
The fact that many shares have been sold since the appel- 
lant was discharged is clearly shown by the appellee’s 

3oard of Directors minutes, Pl. Ex. 22. In the meetings of 
March, 1957, May 4, 1957, May 21, 1957, May 28, 1957, 
June 4, 1957, many thousands of additional shares were au- 
thorized for sale and actual sales were listed. It is a safe 
assumption that appellee has sold many shares after 1958. 


It should also be pointed out that appellee charged appel- 
lant’s account for the 33,200 shares which it had previously 
voted to him in the board meeting of October 3, 1956. The 
appellee's action in charging these shares back to appel- 


lant’s account, not only reduced his holdings in the appellee 
but clearly substantiated the fact that appellant did have 
an account in appellee’s books. See Note No. 1 in the Finan- 
cial Report (Def. Ex. 3) of the appellee company, 
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Appellant not in sole charge 


Appellant was not the sole person in charge of all ap- 
pellee activities as stated in Finding No. 8. The directors 
wore active in the operation of appellee and ‘his was testi- 
fied to by the appellant (J. A. 178) and it is shown by the 
director's minutes, (Pl. Ex. 22) on pages 119, 120, 124, 132, 
143, 150, 153, 159, 165, 167 and 168 thereof, These minutes 
show that the directors were active in approving expendi- 
tures for, and control of, tools, dies, advertising catalogues, 
and other activities. These minutes prove that there were 
other persons besides appellant that had something to say 
about the operation of appellee. The minutes of the meeting 
of January 22, 1957, signed by Mr. Nilmer, state that appel- 
lant gave an excellent report on appellee's operations. 


Other persons with experience 


Appellant was not the only person connected with the ap- 
pellee who had any experience and knowledge in the field 
of drill bushings. Swanson was on the board of directors of 
the Universal Eng. Co. for 3 years (Tr. 29). The Universal 
Eng. Co. was a drill bushing company and Swanson knew 
much about running a drill bushing company from his ex- 
perience on the board of this company. There were other 
members of the board beside Grim and Swanson. This is 
shown by the director's minutes throughout the years that 


appellant was with appellee. The directors’ minutes (EK 
Ex. 22) show that appellant was not the alter ego of appel- 


lee, and that the directors were active and knew what ac- 


tivities were taking place. 
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Not paid salary at all times 


Appellant was not paid a salary at all times for his work. 
Appellant testified that he did not get any salary for the 
year 1949 (J. A. 177). The directors’ minutes of January 
20, 1950 (PI. Ex. 22) disclose that a salary of $125.00 was 
first voted for appellant. Appellant never did get a salary 
of $125.00 a week as was voted for in the last mentioned 
meeting. The minutes of the directors’ meeting of Novem- 
ber 23, 1954, show appellant was still trying at that time 
to get a royalty, wage and salary set up of $125.00 a week 
recognized by the board of directors, and, a motion was 
made at this meeting for this set up by Mr. Grinnell and it 
was seconded by Swanson. Appellant testified (J. A. 177) 
that he never did get the full $125.00 a week which would 
have brought him up to the minimum patent agreement roy- 
alty of $500 a month. 


FINDING No. 11 


Appellant did not refuse or fail to give information to 
the other officers and directors of appellee with respect to 


the existence and/or status of patent applications covering 
the bushings which were manufactured and put on the mar- 
ket by appellee, Appellant did not follow any course which 
was designed to conceal patent information. The other 
officers and directors were told of the existence of the pat- 
ents and patent applications involved in this case, and the 
following discussion shows that they were, or were given 
opportunities to inspect them, or had opportunities to find 
out about them upon the use of prudent diligence. 


Appellant testified that Swanson knew of the existence of 
patent applications other than those listed in the patent 
agreement (PI. Ex. 1), and that Swanson even asked to have 
his name put on one of them (J. A. 181). Appellant testified 
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that he informed appellee of the existence of these patent 
applications (J. A. 180). Appellant also informed the di- 
rectors at the meeting of December 8, 1954, that they could 
go to his patent attorney's office and inspect the pending 
applications (J. A. 180). 

Appellee had other means of finding out about the pend- 
ing applications by using reasonable diligence, by the mere 
act of looking into its own books which were kept at all 


times in the company office where Swanson wanted them 
kept (J. A. 183). Appellee’s books contained a royalty ac- 
count and this is shown by appellee's financial report, (Def. 


Kx, 3, page +), Appellee’s books contained the cheeks which 
were paid to appellant's patent attorney and they were 
available for inspection by the other officers, These cheeks 
were Pl, Exs. 15 through 21, the oldest check was dated 
May 17, 1950, and the latest cheek was dated April 22, 1953. 
Furthermore, as testified by appellant (J..A. 168), Swanson 
and the company’s attorney, Ferguson, took all of appel- 
lee’s books at the December 4, 1954 meeting and had access 


to the information therein, 


The other officers and directors could ascertain that there 
were patents pending from the sales catalogues which 
showed the production bushings and which were marked 
“patent pending”, and with patent numbers (J. A. 118). 
Swanson testified that the alleged novel bushing which en- 
ticed him into helping form the appellee company was of 
the type in which the liner was cast in the retainer, and, ob- 
viously the bushings shown in the catalogues were not of 
this type. If the catalogues were marked “patent pending”, 
then the applications inust have covered the bushings shown 
in the catalogues which under Swanson's testimony were 
not invented until after the corporation was started. Swan- 
son’s erroneous testimony thus proves that he knew 
of the additional applications which covered appellee’s 
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production bushings and which could not have been listed 
by appellant in the patent agreement (PI. Ex. 1) if appel- 
lant didn’t have those bushings when the company was 
started. 


Appellee knew of the additional applications from the 
letter (Def. Ex. 1) which Swanson sent to appellant on 
December 16, 1954 calling for the meeting of December 20, 
1954 and stating that the board would discuss the com- 
pany’s rights under the patent agreement. It was at the 
board meeting of December $8, 1954, that appellant offered 
the board the right to inspect the additional applications. 


The other officers and directors also knew about the pat- 
ent applications in issue in this case from the letter of as- 
signment which was discussed by the board at the meeting 
of December 8, 1954. The minutes of this meeting include 
the following: 


**A letter signed by W. Reuen Fisher which ap- 
parently assigned certain palent application rights 
to the corporation was discussed. Mr. Ferguson 
suggested that all of the patent aspects of the mat- 
ter should be reviewed by patent counsel to be ap- 
pointed for the corporation. Mr, Fisher stated that 
he would contact his patent attorney so that a mu- 
tual review of the matter might be had by respective 
counsel for himself and the corporation.”?  (lempha- 
sis added.) 


At this time, December 8, 1954, there were no other pat- 


ent applications pending in appellant’s name which had 
been listed in the patent license agreement, Pl. Ex. 1. The 


one patent application listed in the patent agreement was 
Serial Number 66,663, Pl. Ex. 2, and this application was 
given a final rejection by the Patent Office on January 30, 
1952, and, after six months, it was automatically aban- 
doned by operation of law by the Patent Office on July 30, 
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1952, The second application mentioned in the contract was 
Serial Number 79,665, and this application had matured into 
Patent No. 2,543,840 on March 6, 1951. It will thus be seen 
that it would be impossible for appellant to have listed 
a plurality of patent applications, other than applications 
filed after April 1, 1949, in any ietter discussed by the hoard 
on December 8, 1954 since two of the applications listed in 
the patent agreement were either abandoned or had become 
a patent, and a third application, which was mistakenly 
listed, did not exist. Accordingly, the board definitely had 
information about the additional existing patent applica- 
tions at that meeting. 


The other officers and directors also had a further oppor- 
tunity to learn about existing patent applications from the 
company books since appellee paid the appellant royalties 


as shown in (Df's Ex. 7) a letter from the appellee to the 
appellant (J. A. 145). 


In view of the foregoing reasons, appellant contends that 
the finding of fact No, 11 is clearly erroneous, and is not in 
accordance with the actual facts, As stated hereinabove 
under the discussion of this question, the only apparent 
basis for the conclusion of law that the appellant breached 
his fiduciary relationship with appellee was based on find- 
ines of fact, Sand 11. It is contended by appellant that the 
Court was in error in making this conclusion of law because 
it is based upon purely erroneous findings, and that under 
the true facts discussed hercinabove, appellant could not 
and did not breach his fiduciary relationship with appellee. 
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QUESTION No. IV 


Whether the District Court erred as a matter of law in 
holding that the plaintiff-appellee company was the 
equitable and legal owner of patents and patent applica- 
tions filed in defendant-appellant’s name after appellant 
and other parties had organized the appellee company 
for the specific purpose of producing appellant’s bushing 
invention under a patent license agreement, and which 
invention was developed before the organization of the 
appellee and which invention was defined and claimed 
in the earliest filed one of said patents, on the grounds 
that the invention had been developed after the organi- 
zation of appellee and that appellant as an officer and 
director breached his fiduciary relationship with the 
appellee company. 


The answer should be “Yes”. 


One of the conclusions of law, namely, that appellant 
breached his fiduciary relationship, was apparently used 
as one of the grounds for the Court’s further conclusion 
of law that appellee owned the patents and applications 
in issue in this ease. Appellant contends that the Court’s 
conclusion of law, that appellee owned the patents and ap- 


plications in issue, was erroneous because it was based on 
the conclusion of law that appellant had breached his fidu- 
ciary relationship, and, as pointed out hereinbefore under 
the discussion of Question No. 3, appellant could not have 
breached his fiduciary relationship with appellee because 
the findings of fact upon which the breach was based were 
clearly erroneous. 
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INVENTION DEVELOPED BEFORE ORGANIZATION 
OF APPELLEE 


The bushing invention embodying the “common feature” 
running throughout all of the patents and applications in 
issue in this action was developed before the organization 
of appellee. Appellant had invented the drill bushing (Def. 
Ex. 21) having the common feature before April 1, 1949, 
and this fact was clearly shown by the twelve special coils 
appellant bought from the Hartz Spring Company of Holly, 
Michigan, on December 7, 1948 (J. A. 155, 157). These coils 
were used by the Lake Odessa Tool Company of Lake 
Odessa, Michigan, in the first three months of 1949 to 
make a mumber of bushing models as defendant's Exhibit 
21 (J. AL 156), Appellant paid for the Exhibit 21 bushing 
models by personal checks (Def"s Ex. 22-A through 22-G). 


The common feature which was embodied in the defend- 
ant's bushing, Exhibit 21, which was made before the or- 
ganization of appellee, was also embodied in all of the bush- 
ings in the patents in issue, as testified by the appellee's ex- 
pert (J. A, 129, 130). Appellee’s expert further testified 
that this common feature was embodied in the bushing 
structure defined in claims 1 and 2 of patent 2744424. Ap- 
pellee also admitted that this conmion feature was cm- 
bodied in its current production bushings by the admission 
in open court of infringement of claims 1 and 2 of patent 
2744424 (J. A. 1ST). 


This common feature was described by the appellee's ex- 
pert (J. A. 129-131) as comprising a coiled type liner which 


may be reduced in outer diameter by torsion to permit it 


to be inserted in the bore of a bushing retainer or body, 
and whereby the torsion may then be relcased to permit the 
coiled liner to expand and frictionally engage said bore 
to retain it in operative position. 
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Claims 1 and 2 of patent 2,744,424 also read on and cover 
the structure of appellants’ bushing, Deft’s Ex. 21, and this 
bushing was shown in appellant's patent application S.N. 
194,099, which was disclosed to his patent attorney on No- 
vember 7, 1949, and which was filed in the Patent Office 
on November 4, 1950. Appellee’s engineering expert testi- 
fied that appellant’s bushing shown in his patent applica- 
tion filed November 4, 1950 (Deft’s Ex. 12) and the bushing 
shown in patent 2,744,424 have the same common feature 
(J. A. 131). 


It will be seen that appellant disclosed the bushing which 
employs flat stock for making the coiled liner as shown in 
patent application S.N, 194,099 to his patent attorney on 
November 7, 1949. It was after this date that appellee 
changed to “the new method of manufacture.” The bushing 
embodied in defendant's Exhibit 21 employed a replaceable 
coiled liner which was made from round stock as compared 
to the coiled liner of the bushing in appellant's patent ap- 
plication S.N. 194,099 which employed flat stock. As clearly 
shown by the directors’ meeting minutes, page 118, dated 
November 22, 1949, appellee changed over to the new 
method of making the coiled liner after appellant had dis- 
closed the flat stock structure to his patent attorney on 
November 7, 1949. The Minutes on page 118 (Pl. Ex. 22) 
state that “A demonstration of the new method was made.” 


The making of the coiled liner for the bushing from flat 
stock instead of round stock ground on the inner and outer 
diameters would not amount to invention, The difference 
in flatness or cross sectional shape would be merely a dif- 
ference of degree and not invention, Appellant testified 
that it was because of heat treating problems that the coiled 
liner of the bushing was made from flat stock instead of 


31 


round stock as in Defendant's Exhibit 21. Appellant testi- 
fied that even when the coiled liner was made from stock 
having a round cross section that the outer and inner di- 
ameters were ground, but that the adjoining edges had de- 
carburization and they had heat treating problems in using 
the round cross section (J. A. 196, 197). Appellant further 
testified that it was because of the heat treating problems 
that experimentation had to be carried on before an accep- 
table bushing could be made ready for the market (J. A. 
213, 214). No other company had made a bushing of this 
type, and there was no other company to go to for help re- 
garding the heat treat problems. Having a revolutionary 
bushing ready for the market is one thing, but that still 
does not mean that the inventor having such a bushing 
should also be an expert on how to manufacture the same. 
Inventing is one thing and manufacturing is another. 
Appellant may have had many years in the manufacturing 
of standard bushings, but just because he made an inven- 
tion of a new type bushing does not mean that he would not 
have problems in manufacturing the new type bushing. 
Many patents are issued to inventors who have to find new 
methods for making the invention for market purposes. 


AGREEMENT COVERED IMPROVEMENTS 


Appellant contends that the patent agreement (Pl. Ex. 1) 
was extended by the acts of the parties thereto, 3oth ap- 


pellant and appellee thought they were operating under the 
contract and both of the parties knew of the filing of addi- 
tional applications other than those cited in the agreement. 
Prior to the agreement the appellant made 2 pre-incorpora- 


tion oral agreement with one of the other promotors of the 
corporation, Swanson, and the terms of the agreement of 
April 5, 1949 and the prior oral agreement are set forth by 
the Court in its findings of fact Nos. 5 and 7. [t is obvious 
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from the facts in this case that the pre-incorporation agree- 
ment covered appellant’s bushing as embodied in defend- 
ant’s Exhibit 21, and that it was the intent of the parties to 
reduce the pre-incorpordtion oral agreement to writing, 
and this was done by the agreement of April 5, 1949. Only 
two of the applications cited in the written agreement were 
actually filed and they did not cover the defendant’s Exhibit 
21. However, as testified by appellant, he made a mistake 
and he thought that he had made his disclosure of the bush- 
ing embodied in defendant’s Exhibit 21 to his patent attor- 
ney before the date of the agreement or before April 5, 1949. 
An attempt was made to bring this mistake out in the tes- 
timony (Tr. 284+), but the Court sustained the appellee’s 
objection to going into this matter, and it is submitted 
that the court committed an error on this one point alone, 
in that it did not let appellant bring out this mistake on the 


part of appellant in reducing the pre-incorporation oral 
agreement to the written agreement of April 5, 1949. 


It is obvious that the contract of April 5, 1949 can be in- 
terpreted as being extended by the acts of the parties for 
the reasons set forth under the discussion of question 3, 
particularly to those reasons having to do with appellee’s 
knowledge of the filing of additional applications. As stated 
in the case of Cordovan Associates, Inc, v. Dayton Rubber 
Company, 6th Cirenit, (1961) 290 I, 2d 858 “Where a con- 
tract is susceptible to different interpretations, the Court 
will adopt the one which will give it validity, if it is reason- 
able, than one which renders it illusory * * *. We eannot 
presume that the parties intended to enter into a void con- 
tract. The appellant was a layman, and from the facts and 
circumstances surrounding the reduction of the pre-incor- 
poration contract to the written contract of April 5, 1949, 
appellant was under the mistaken idea that he had incorpo- 
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rated the bushing embodied in defendant’s Exhibit 21, and 
if this were not so then appellant would have entered into 
a void contract. As the Court said in the last cited case, 
“We cannot presume that appellant and appellee intended 
to enter into a void contract.” Both parties procesded on 
the assumption that the invention embodying a removable 
coil in the retaining body was covered by the contract and 
both parties subsequently acted on that assumption. 


In view of the appellee’s knowledge of the checks, plain- 
tiff's Exhibits 15-21, the fact that Swanson suggested that 
his name be put on some of the new applications (J.A. 180, 
181), the continued manufacturing of the bushings and 
marking the catalogues showing the same with the patent 
numbers and “Patent Pending” (J. A. 118,119), the royalty 
account on appellee’s books (Deft's Ex. 3, page +), the pay- 
ment of royalties to appellant after he was discharged 
(J. A. 127), and the letter from the appellee stating that it 
would pay the royalty after an accounting (Dft’s Inx. 7), it 
is submitted that all such facts add up to the obvious con- 
clusion that appellee knew of the additional applications 
and operated under them and ratified the {ling of thei, 
Appellant contends that appellee is now estopped to say 
that the agreement of April 5, 1949 was not extended by the 
acts of the parties, or on the other hand, that there was not 
an implied extension of the written contract to cover the 
improvements, 


IF CONTRACT NOT EXTENDED 


If the contract of April 5, 1949 was not extended, appel- 
lee still would not be entitled to a holding as a matter of law 
that it owns the equitable and legal title to the patents and 
applications in issue in this case, Appellant was not hired to 
invent. Any inventing which was done after April 1, 1949 
was done on his own time, and before disclosing any new 
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improvements to the company, he took the matter up with 
his patent attorney and furnished working drawings to 
him. This point is clearly brought out by the facts discus- 
sed heretofore under this question relative to patent appli- 
cation S.N. 194,099, which was disclosed to his patent attor- 
ney on November 7, 1949, but which was not adopted by 
the company until approximately November 22, 1949. It 
was after the working drawings had been furnished to his 
patent attorney that the slightly changed coil form was 
presented to the company with the thought that it would 
overcome the heat treat problems, 


COST OF PATENTING 


The cost of patenting the improvements on the basie in- 
vention disclosed in defendant's Exhibit 21 was paid by the 
appellant. Some checks were introduced by the appellee 


which covered a part of the cost of the patent attorney's 


fees, but Swanson said he did not know if these checks were 
charged back to appellant’s account (J. A. 125). Tt is un- 
contradicted that these checks were charged back to appel- 
lant’s account (J. A. 168-170) and the stubs would show the 
charge back. Appellant had an account with the company 
(J. A. 168). The record shows that the sum of approxi- 
mately $82,000.00 (Dft's Exs. 26 and 28) was contributed 
by appellant to the company. In the Board minutes of Octo- 
ber 3, 1956, (Pl Ex. 22), the Board recognized that appel- 
lant had over a period of eight years advanced the sum of 
over $50,000.00 for which stock had never been issued and 
for which the corporation had never issucd a note or notes. 
Consequently, appellant did have an account with the com- 
pany and appellee didn’t carry the burden of disproving 
that the account did not have a plus balance. From the 
foregoing it is obvious that appellee failed to sustain its 


burden of proof and by a preponderance of the evidence 
(J. A, 221) that appellant did not pay for the patents and 
patent applications involved in this ease. 


The law is well settled that in the absense of a contract 
specifically setting out the same that an employer obtains 
no rights in the invention of an employee. See the follow- 
ing cases: Detroit Testing Laboratory v. Robison, 221 Mich. 
442; 191 N.W. 988; Gear Grinding Machine Company v. 
Stuber, 282 Mich. 455; 276 NW 514; Solomons v. U. S., 187 
U.S. 342, 34 L. ed. 667, 11 Sup. Ct. SS; Dalzell v. Dueber 
Watch Case Mfg. Co., 149 U.S. 315, 37 L. ed. 749, 13 Sup. 
Ct. 886; Gill v. U. S. 160 U.S. 426, 40 L. ed. 480, 16 Sup. 
Ct. 822; U.S. v. Dubilier Condenser Corporation, 289 U.S. 
178, 77 L. ed. 1114, 53'S. Ct. 554. 


The breach of fiduciary relations does not alone pass title 
to a patent to an employer. See the case cited above of De- 


troit Testing Laboratory v. Robison which was a Michigan 
case, 


In view of the foregoing reasons it is contended by the 
appellant that the District Court erred as a matter of law 
in holding that appellee is entitled to appellant’s patents 
and patent applications, since the findings of fact do not 
support this conclusion of law. 
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QUESTION No. V 
Whether, if the defendant-appellant as an officer and 
director did breach his fiduciary relationship with the 
appellee company, the District Court erred by not 
applying Section 47 of the Michigan Gencral Corpora- 
tion Act, under which this action was barred by the 
2 year and 6 year limitations set forth therein. 


The answer should be “Yes”. 


The appellee based this action on the alleged breach of 
fiduciary duty of appellant as a director and officer of ap- 
pellee. Appellee is a Michigan corporation and exists solely 
under the Corporation Laws of Michigan, and, accordingly, 
the Michigan Corporation Laws are controlling in regard 
to the fiduciary duties of appellee’s directors and officers. 
Under the rules of the general conflict of laws the rights 
and liabilities of the parties in a tort case would be deter- 
mined by the law of the place where the injury occurred. 
The law of the place where the injury occurred refers only 
to the substantive law of that place since the forum applies 


its own procedural law. Any cause of action for breach of 


a Michigan corporation officer's duties must be determined 
by the law of Michigan, 


In the present case appellee is secking title to patents and 
patent applications for the alleged breach of duty of one 
of its former officers and directors and so this Court must 
look to the Corporation Laws of Michigan to determine 
if appellant, in view of the evidence, breached his duty as 
an officer and director of appellee corporation, 


The Michigan Corporation Statute which sets forth the 
fiduciary duties of a director and officer is Section 47 of 
the Michigan Corporation Laws, and this statute is set 
forth in full herein, in the appellant's appendix. Appellant 
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contends that this Court must apply Section 47 because it is 
part of the substantive corporation law of the place where 
the alleged tort occurred in this case. It is well settled that 
there is no federal common law. Accordingly, the Court has 
no other yardstick but Section 47 for measuring appellant’s 
corporate conduct. Section 47 also sets forth the rules of 
diligence and care which the other officers and directors of 
appellee should have exercised during appellant’s period 
with the appellee corporation, and which care and diligence 
must be weighed against their alleged lack of knowledge of 
the activities of the appellant. In part, Section 47 states: 


‘*The directors of every corporation, and each of 
them, in the management of the business, affairs, 
and property of the corporation, and in the selec- 
tion, supervision and control of its committees and 
of the officers and agents of the corporation, shall 
give the attention and exercise the vigilance, dili- 
gence, care and skill, that prudent men use in like or 
similar circumstances * * *.” 


Section 47 goes to the very substance of appellee's claim 
to an alleged breach of fiduciary duty by appellant. See 
the case of Goodwin v. Townsend, U.S. Ct. of Appeals 3rd 
Cir. 197, F. 2d 970. 


Section 47, must also be considered by this Court by op- 
eration of Title 28, U.S.C., Section 1652 (appellants’ appen- 
dix) which states that the laws of the several states shall 
be regarded as rules of decision in civil actions in Courts 
of the United States in cases where they apply. Section 47 
creates the only right or cause of action for breach of fi- 
duciary duties by a Michigan Corporation officer or di- 
rector, and, further it also extinguishes the right after a 
time limit for acting thereon. 
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Section 47 was thoroughly discussed by the Michigan 
State Supreme Court in the recent ease of Detroit Gray 
Iron and Steel Foundaries, Inc. v. Martin, 362 Mich. 205, 
10G NW 2d 793, decided January 9, 1961. In this case the 
Court said: 


“Section 47 prescribes the standard by which a 
director’s performance of his duties is to be mea- 
sured, It puts in statutory language what this 
Court, quoting Thompson and Morawetz, said in 
Martin v. Hardy, supra, This is the standard. Con- 
duct below this standard, whether negligent or wil- 
ful, subjects a director to liability no greater than 
nor any less than he risked before enactment of the 
statutory provision. The concluding language of 
section 47 limiting actions against directors for con- 
duct below the standard specified to 6 years from 
the date of delinquency or 2 years from the tine of 
its discovery, ‘whichever shall sooner occur’, radi- 
cally alters the periods of limitations which would 
otherwise apply to actions against directors either 
for negligent conduct or fraud. * * * 


The legislature’s purpose in so doing is not clear. 
Perhaps it believed that qualified directors for 
Michigan corporations could not be found unless 
they could be assured that their conduct of their cor- 
porations’ affairs could not be challenged after 2 
years following disclosure to interested parties or, 
in any event, after 6 years from occurrence. Plain- 
tiff quite correctly notes that the result is (hat a cor- 
poration defrauded or otherwise injured by a direc- 
tor, who owes fiduciary duties to his corporate vic- 
tim, must sue within 2 years of ils discovery of the 
wrong or within 6 years of ils occurrence, whichever 
sooner occurs, or forever bear the loss, But, if the 
corporation ts defranded or otherwise injured bya 
stranger, it may sue within 2 years after discovery 
of the wrong regardless when it occurred, * * *” 
(Emphasis added.) 
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In view of the Michigan Supreme Court’s statement that 
this section 47 is intended to protect the directors of Michi- 
gan corporations to encourage qualified director to take 
the office so that their conduct of their corporation’s affairs 
could not be challenged after two years following disclo- 
sure to interested parties or, in any event, after six years 
from occurrence, and because appellant’s conduct must be 
measured by section 47, it is contended by appellant that 
this Court is bound to apply this statute to insure that 
appellant's constitutional rights of due process under the 
Fourteenth Amendment of the United States Constitution 
are protected. Appellant was a Michigan corporate officer 
and should receive the protection of Section 47 regardless 
if he is sued in Michigan or elsewhere. In the present case, 
the alleged breach of fiduciary duty was the filing by appel- 
lant of additional applications other than those cited in the 
agreement of April 5, 1949, without informing the appellee. 

The first application was defendant's Exhibit 12 which 
was the application filed on November 4, 1950 under S.N, 
194,099 and which disclosed a bushing having the common 


feature of a replaceable coiled liner which is made from flat 


stock. This was an application which disclosed structure 
substantially identical to that shown in patent No, 2,744,- 
424 and which was abandoned in favor of the last men- 
tioned patent, This was the case also which appellant dis- 
closed to his patent attorney on November 7, 1949. Since 
the patent application S. N. 194,099 was filed on November 
4, 1950, the time for suing appellant under Section 47 must 
start to run from this date. Accordingly, six years after 
the date of November 4, 1950, which would have been No- 
vember 4, 1956, the appellee’s right to bring this cause of 
action was extinguished. Patent No. 2,744,424 was filed on 
January 10, 1952, and under the six year rule of Section 47, 
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any alleged cause of action on this patent was extinguished 
as of January 10, 1958. 


Appellee had many occasions when it could have ascer- 
tained that appellant was filing additional applications. 
One of the first occasions was the issuing of the checks to 
appellant’s patent attorney (Pl. Exs, 15-21). The earliest 
one of these checks was dated May 17, 1950, and under the 
two year rule of Section 47, appellee's right to bring this 
action for all of the patents was extinguished on May 17, 
1952. A further occasion was at the board meeting of De- 
cember 8, 1954 when appellant discussed patent applica- 
tions with appellee and offered to let the board inspect the 
applications at his patent attorney's office, It is submitted 
that the two year rule of Section 47 definitely started to run 
from December 8, 1954 and barred this action as of Decem- 
ber 8, 1956. See the case of Wolf v. Thomas, 6 Cir. (1959), 


271 F. 2d 634, where a Federal Court applied Section 47. 


In view of the foregoing reasons, it is respectfully sub- 
mitted that this action for title to appellant's patents and 
patent applications is barred by both the two year and six 
year rules of Section 47 of the Michigan Corporations Stat- 
utes and the District Court erred in not applying Section 
47. 
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QUESTION No. VI 


Whether, if the deferdant-appellant as an officer and 
director did breach his fiduciary relationship with the 
appellee company, the District Court erred as a matter 
of law in holding that this action was not barred by 
either the Michigan or the District of Columbia statutes 
of limitations. 


The answer should be “Yes”. 


The District Court said that this action was not barred 
by either the Michigan or District of Columbia statutes of 
limitations, but the Court did not give any reasons for this 
conelusion of law. The statute of limitations was before 
the District Court as a defense under the Court's order of 
December 12, 1959 which added the defense of statute of 
limitations to the pre-trial order without stating whether it 
was the Michigan or the District of Columbia statute of 
limitations. The pre-trial order controls the subsequent 
course of the action. See the case of Owen v. Siarts, et al., 
U.S. Ct. of Appeals, Dist of Columbia, 177 F. 2d 641. In 
this case, since the statute of limitations is a procedural 
law and is determined by the law of the forum, the District 
of Columbia three year general statute of limitations, Title 
12, Section 201, is applicable. 


In the present case, there was no fraud pleaded and 
there was no fraud proven, The appellee based its case on 
an alleged breach of fiduciary duty. Accordingly, the three 
year statute of limitations for the District of Columbia 
would not have been tolled by any fraud. 


If there was any alleged breach of duty on the part of 


pares 
erued, upon the filing of the first patent application cover- 
ing the present bushing, and this would have been the pat- 


appellant, it commenced, and the alleged cause of action ac- 
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ent application S.N. 194,099 (Dft’s Jex. 12), which was filed 
on November 4, 1950., Accordingly, the D. C. three year 
statute of limitation period would have expired on Novem- 
ber 4, 1953. At this time appellant was still with appellee 
and the statute was not tolled. 


If the D. C. three year statute of limitations were tolled 
by concealment of the filing of the applications on the part 
of the appellant, then the appellee would have been put on 
notice when the plaintiff's exhibit checks 15 through 21 
were issued to appellant's patent attorney, The books were 
at all times open to inspection and were kept where Swan- 
son wanted them to be kept, namely, in the office in a steel 
cabinet. The entry of these checks in the company books 
would have been discovered by the exercise of prudent di- 
ligence. The company is chargeable with knowledge of the 
facts which it ought to have discovered under such cireum- 
stances. These checks were issued between March 2, 1950 
and June 5, 1953, and the three year D. C. statute of limi- 
tations would have run by at least June 5, 1956 for patents 
No. 2.744.424, 2,737,425 and 2,766,083. The three year pe- 
riod would have run for patents Nos. 2,766,084, and 2 852,- 
322 on July 29, 1956. Appellant also told appellee it could 
examine the applications at the meeting of December 8, 
1954 and the three year D. C, statute of limitations barred 
this action for all the patents on December 8, 1957. 


CONCLUSION 


This action is null and void because the appellee’s Corpo- 
rate powers and capacity to sue had been suspended at the 
time this action was brought. The appellee’s corporate 
charter was absolutely void on May 15, 1958, the date on 
which appellee attempted service over the appellant by 
publication. This action was not properly brought and the 
District Court does not have jurisdiction over the subject 
matter or the parties. The District Court held that it did 
not have jurisdiction over this action under the patent 
laws, as pleaded in the complaint, and, appellant contends 
that the Court does not have jurisdiction over this action 
under Section 306, Title 11 of the D, C. Code, since Section 
306 is limited by Section 308 which says that this action 
could not be brought as an original action under Section 
306 because appellant was not an inhabitant of, or found 
within the District of Columbia when this action was 
brought. The recasting of the complaint by the District 
Court to add the Section 306, Title 11 of the D. C. Code, 
after answer and counterclaim, is a violation of appellant's 
constitutional right of the procedural due process under the 
14th Amendment of the U. 8. Constitution because appel- 
lant has not had a chance to be heard on this matter, The 
appellant's counter-claim was 2 compulsory counter-claim, 
and it did not give the District Court personal jurisdiction 
over the appellant. This action is barred hy the District of 
Columbia three year statute of limitation. This action has 
been extinguished or barred by both the two year and xix 
year limitations of the Michigan Corporation Statutes, Sec- 
tion 47. It is therefore submitted that this Court should 
reverse the Judgment of the District Court and dismiss the 
action. If the Court concludes that the District Court did 
have jurisdiction over this action, and the parties thereto, 
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and the action is not barred, then the District Court’s judg- 
ment should be reversed, because appellant did not breach 
his fiduciary relationship with appellee and the judgment 
is based upon clearly erroneous findings of fact and con- 
clusions of law, and this case should be remanded to the 
District Court for entry of Judgment for appellant, and for 
an accounting for damages, since the appellee has admitted 
infringement of claims 1 and 2 of Patent No. 2,744,424. 


Respectfully submitted, 


ROBERT G. MENTAG, 
Attorney for Appellant, 
3437 Book Tower, 
Detroit 26, Michigan. 


Of Counsel: 
ALBERT W. RINEHART, 
1331 G Street, N. W., 
Washington 5, D. C. 


APPELLANT’S APPENDIX 


——f—e 


STATUTES AND RULES INVCLVED 
Title 28, United States Code, Section 1291, Final deci- 
sions of district courts. 


The courts of appeals shall have jurisdiction of 
appeals from all final decisions of the district courts 
of the United States, the District Court for the Ter- 
ritory of Alaska, the United States District Court 
for the District of the Canal Zone, and the District 
Court of the Virgin Islands, except where a direct 
review may be had in the Supreme Court. June 25, 
1948S, ¢. 646, 62 Stat. 929, 


U.S.C. Title 28, Section 1338, Patents, copyrights, trade- 


marks, and unfair competition. 


(2) The district courts shall have original juris- 
diction of any civil action arising under an Act of 
Congress relating to patents, copyrights and trade- 
marks, Such jurisdiction shall be exclusive of the 
courts of the states in patent and copyright cases. 

(b) The district court shall have original juris- 
diction of any civil action asserting a claim of unfair 
competition when joined with a substantial and re- 
lated claim under the copyright, patent or trade- 
mark laws, 


U.S.C. Title 28, Section 1400. District Courts. Venue. 
Patents. 


(b) <Any civil action for patent infringement 
may be brought in the judicial district where the de- 
fendant resides, or where the defendant has com- 
mitted acts of infringement and has a regular and 
established place of business. 
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U.S.C. Title 28, Section 1652. State laws as rules of deci- 
sion. 


The laws of the several states, exeept where the 
Constitution or treaties of the United States or Acts 
of Congress otherwise require or provide, shall be 
regarded as rules of decision in civil actions in the 
courts of the United States, in cases where they 
apply. June 25, 1948, ¢. 646, 62 Stat. 944. 


U.S.C. Title 28, Section 1653. Amendment of pleadings 
to show jurisdiction. 


Defective allegations of jurisdiction may be 
amended, upon terms, in the trial or appellate 
courts. June 25, 1948, ¢. 646, 62 Stat. 944. 


U.S.C. Title 35, Section 67. Infringement of patent; dam- 
ages for. 


Damages for the infringement of any patent may 
be recovered by action on the case, in the name of 
the party interested, cither as patentee, assignee, or 
grantee. And whenever in any such action a verdict 
is rendered for the plaintiff, the court may enter 
judgment thereon for any sum above the amount 
found by the verdict as the actual damages sus- 
tained, according to the circumstances of the case, 
not exceeding three times the amount of such ver- 
dict, together with the costs. R.S, 4919. 


U.S.C., Title 28, Section 2201. Creation of Remedy. 


In a case of actual controversy within its Jurisdic- 
tion, except with respect to Federal taxes, any court 
of the United States, upon the filing of an appro- 
priate pleading, may declare the rights and other 
legal relations of any interested party seeking such 
declaration, whether or not further relief is or could 
be sought. Any such declaration shall have the 
force and effect of a final judgment or decree and 
shall be reviewable as such. 
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U.S.C. Title 35, Section 293. Nonresident patentee: serv- 
ice and notice. 


Kvery patentee not residing in the United States 
nay file in the Patent Offiee a written designation 
stating the name and address of a person residing 
within the United States on whom nay be served 
process or notice of proceedings affecting the pat- 
ent or rights thereunder. If the person designated 

cannot be found at the address given in the last 
designation, or if no person has been designated, the 
United States District Court for the District of Co- 
lumbia shall have jurisdiction and stummnons shall be 
served by publication or otherwise as the court di- 
reets. The court shall have the saine jurisdiction to 
take any action respecting the patent. or rights 
thereunder that it oie have if the patentee were 
personally within the jurisdiction of the court. 


. Code, Title 11, Section 306, 1951, 


Said court (except as otherwise provided in this 
title) shall have cognizance of all crimes and of- 
lenses conunitted within said district and of. all 
cases in law and equity between parties, both or 
either of which shall be resident or be found within 
said district and also of all actions or suits of a eivil 
nature at common law or in equity, in which the 
United States shall be plaintiffs or complainants 
and of all seizures on land or water, and all penal- 
ties and forfeitures made, arising or acer imi under 
the laws of the United States. 


. Code, Title 11, Section 308, 1951, 


No action or suit shall be brought in the Dies 
Gourt ee the United se ot He piste : ‘tof Re ohun- 


not be an | inhabitant of, or er avin, the Dis. 
trict. (ISmphasis added.) 
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Mich. C.L. 1948, Section 450.87. Failure to file report; 
suspension of powers, liability of director or trustee. 


(1) If any corporation neglects or refuses to 
make and file the reports and/or pay any fees re- 
quired by this act within the time herein specified, 
and shall continue in default for ten days thereafter, 
unless the secretary of state shall for good cause 
shown extend the time for the filing of such report 
or the payment of such fee, as the case may be, as 
provided in section ninety-one of this act, and 


(2) if such corporation shall continue in default 
for ten days after the expiration of such extension, 
its corporate powers shall be suspended thereafter, 
until it shall file such report, and it shall not main- 
tain any action or suit in any court of this state upon 
any contract entered into during the time of such 
default; but nothing herein contained shall prevent 
the enforcement of such contract against the cor- 
poration by the other party thereto, and during the 
period of such suspension such corporation may 
exercise the power of disposing of and conveying its 
property and may settle and close its business. Any 
officer or officers of such corporation so in default 
who has neglected or refused to join in making of 
such report and/or pay such fee shall be liable for 
all debts of such corporation contracted during the 
period of such neglect or refusal. 


Mich. C. L. 1948, Section 450.91. Failure to file report 
and/or pay fee; charter void; profit corporation; extension 
of time. 


If any profit corporation which has heretofore 
been, is now or may hereafter be required to file its 
annual report with and pay a privilege fee to the 
secretary of state, shall for two consecutive years 
neglect or refuse to file such report and/or to pay 
such fee, the charter of such corporation shall be 
absolutely void, without any judicial proceedings 


Fed. 
Claim. 
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whatsoever, and such corporetion shall be wound 
up in any manner provided by this act unless the 
seeretary of state shall for good cause shown extend 
the time for the filing of such report or the payment 
of such fee as the case may be. In case of extension 
of time as provided in this section the secretary of 
state shall file in his office a certificate showing the 
length of time granted by such extension: Provided, 
That in no case shall the total extension of time 
granted be more than one year: And provided 
further, That such extension of time shal! be granted 
prior to the expiration of the time fixed in section 
eighty-two of this act. The provisions of this act 
are hereby declared to be self-executing. 


Rules Civ. Proce. Rule 13. Counterclaim and Cross- 


(a) Compulsory Counterclaims. A pleading shall 


state as a counterclaim any claim which at the time 
of serving the pleading the pleader has against any 
opposing party, if it arises out of the transaction or 
occurrence that is the subject matter of the opposing 
party’s claim and docs not require for its adjudica- 
tion the presence of third parties of whom the court 
cannot acquire jurisdiction, except that such a claim 
need not be so stated if at the time the action was 
commenced the claim was the subject of another 
pending action. As amended Dec. 27, 1946, effective 
March 19, 1948. (emphasis added. ) 


Rules Civ. Proe. Rule 12(h). Waiver of Defenses. 


A party waives all defenses and objections which 
he does not present either by motion as hereiahefore 
provided or, if he has made no motion, in his an- 
swer or reply, except (1) that the defense of failure 
to state a claim upon which relief can be granted, 
the defense of failure to join an indispensabic narty, 
and the objection of failure to state a legal defense 
to a claim may also be made by a later pleading, if 
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oue is permitted, or by motion for judgment on the 
pleadings or at the trial on the merits, except (2) 
that, whenever it appears by suggestion of the par- 
ties or otherwise that the court lacks jurisdiction of 
the subject matter, the court shall dismiss the ac- 
tion. The objection or defense, if made at the trial, 
shall be disposed of as provided in Rule 15(b) im the 
light of any evidence that may have been received. 
As amended Dee. 27, 1946, effective March 19, 1948. 


Fed. Rules Civ. Proce. Rule 82. Jurisdiction and Venue 
Unaffected. 

These rules shall not be construed to extend or 
limit the jurisdiction of the United States district 
courts or the venue of actions therein. As amended 
Dec. 29, 1948, effective Oct. 29, 1949. 


Title 12, Section 201, D.C. Code Annotated, Limitations 
of Actions, 


No action shall be brought * * * upon any simple 
contract, express or implied, or for the recovery of 
damages for any injury to real or personal prop- 
erty, or for the recovery of personal property or 
damages for its unlawful detention after 3 years 
from the tine when the right to maintain such action 


shall have accrued; * and no action, the limita- 
tion of which is not otherwise especially prescribed 
in this section shall be brought after 3 years from 
the time when the right to maintain such action shall 
have accrued. 


Fed. Rules Civ. Proc. Rule 17. Parties Plaintiff and De- 
fendant; Capacity. 
(b) Capacity to Sue or Be Sued: 


The capacity of an individual, other than one act- 
ing in a representative capacity, to sue or be sued 
shall be determined by the law of this domicile. The 
capacity of a corporation to sue or be sued shall be 
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determined by the law under which it was organized. 
In all other cases capacity to sue or be sued shall be 
determined by the law of the state in which the dis- 
trict court is held, except (1) that a partnership or 
other unincorpoated association, Which has no such 
capacity by the iaw of such state, inay sue or he sued 
in its common name for the purpose of enforcing 
for or against it a substantive right existing under 
the Constitution or laws of the United States, and 
(2) that the capacity of a receiver appointed by a 
court of the United States to sue or be sued in a 
court of the United States is governed by Title 2s, 
U.S. O., 754 and 959(a). As amended Dee. 27, 1946, 
and Dee. 29, 1948, effective Oct. 20, 1949 


Michigan Corporation Statute: 


$50.47 Directors: as fiduciaries and trustees, 
(MSA 21.47) 


See, 47. Directors; as fiduciaries and trustees. 
The directors of every corporation, and cach of them 
in the management of the business, affairs, and 
property of the corporation, and in the selection, 
supevision and control of its coumiittees and of the 
officers and agents of the corporation, shall give the 


attention and evercise the vighance, a Care 
and shetl att prudent men use in like ¢ i 
CHMSLARCES, 


Action may be brought by the corporation, 
through or by a director, officer, or sharcholder, or a 
creditor, or receiver or trustee in bankrupt 
the attorney rere} oO” the state, on bel: 
corporation inst 2 or more of the delinguent di- 
if Jor agents, for the violation of, or 
failure to perfomn, the duties above prescribed or 
any duties preseribed by this act, wherchy ihe cor- 
poration has been or will be injured or damaged, « 
tls property lost, or wasted, or transterred lo tos 
more of them, or to enjoin a propos: ‘dd, or set aside 


reclors, 
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a completed unlawful transfer of the corporate 
properly to one knowing the purpose thereof. The 
foregoing shall in no way preclude or affect any 
action any individual shareholder or ereditor or 
other person may have against any director, officer, 
or agent for any violation of any duty owed by them 
or any of them to such shareholder, creditor, or 
other person. No director or directors shall be held 
liable for any delinquency under this section after 6 
years from the date of such delinquency is discov- 
ered by one complaining thereof, whichever shall 
sooner occur. (Emphasis added.) 


I, Albert W. Rinehart, do hereby certify that I did on the 

3 day of January, 1962, serve two copies of the foregoing 
appellant’s Brief on the Attorney for the appellee by per- 
sonally delivering said copies thereof to Mr. J. Harold Kil- 
coyne, attorney for appellee at his office at 961 National 


Press Building, Washington, D. C. 


SSO 


Albert W. Rinehart 
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STATEMENT OF QUESTIONS PRESENTED 


In the opinion of the Appellee, the questions are: 


I. (a) Whether the District Court acquired local equity 
jurisdiction under Section 306, Title 11, D. C. Code 1951, 
over both the subject matter of this action for title to pat- 
ents and patent applications and the person of the Defend- 
ant-Appellant, who filed an Answer and a Counter-Claim 
for royalties and infringement, without moving either to 
quash the service or to dismiss the cause by separate mo- 
tion or by motion joined with his Answer. 


(b) Whether the question of jurisdiction over the sub- 
ject matter and the person of Defendant-Appellant is res 
judicata by reason of the decision of this Court entered 
November 15, 1960, in the case of North Branch Products, 
Ine., Plaintiff and Appellee, v. W. Reuen Fisher, Defendant 
and Appellant. (109 US App. D.C. 182, 284 Fed. 2d 611) 


II. Whether the Trial Court should have dismissed this 
action for failure of Plaintiff to file proper annual reports 
and pay franchise fees in accordance with the Michigan 
Corporation Act, in the face of a corrected Certificate of 
the Michigan Corporation and Sccurities Commission, 
(J.A. 37a) showing compliance with the Michigan Stat- 
ute, when Defendant’s Motion on this ground was denied 
on October 2, 1958, (J.A. 40a, 41a) its denial noted in the 
pre-trial statement (J.A. 50a) and the question was not 
raised on earlier appeal to the Circuit Court of Appeals, 
or upon motion before, during, or following trial of the 
cause on remand by this Court. 


III. Whether the District Court erred in holding as a 
matter of law that this action was not barred by either the 
Michigan or District of Columbia Statutes of Limitations 
when Defendant-Appellant, upon leave granted following 


(i) 


pre-trial, amended his Answer to rely upon the general 
Michigan Statutes of Limitations (J.A. 88a) for personal 
actions, and without urging this Statute or any other Stat- 
ute of Limitations by a Motion before, during, or after 
trial, sought to rely upon a portion of the Michigan General 
Corporation Act, Compiled Laws of 1948, Section 450.47, 
Michigan Statutes Annotated Section 21.47, after the Dis- 
trict Judge had made his original findings of fact and 
conclusions of law. 


IV. Whether the District Court erred as a matter of 
law in holding that Defendant-Appellant Fisher, by reason 
of his status as principal sharcholder, officer, director, and 
general manager in sole charge of experimentation, re- 
search, development, manufacture, and sales, was in a fidu- 
ciary relationship with Plaintiff-Appellee Corporation at 
the time the inventions claimed in the patents were devel- 
oped; that Defendant Fisher breached his fiduciary rela- 
tionship by filing the applications for the patents in ques- 
tion in his own name and causing them to be issued to him 
personally, thereby creating in Plaintiff Corporation the 
equitable right to said patents and patent applications. 
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N THE 


United States Court of Appeals 


For THe Disrricr oF Cotumsia Circuit 


Appeal No. 16,746 


W. Reven Fisuer, Village of Entrance, Alberta, Canada, 
Appellant, 
v. 
Nortn Brancu Propucts, INxc., a Michigan Corporation, of 
Millington, Michigan, Appellee. 


Appeal from the United States District Court for the 
District of Columbia 


ANSWER BRIEF FOR APPELLEE 


COUNTERSTATEMENT OF THE CASE 


Appellee Corporation is compelled to point out certain 
inaccuracies and omissions in Appellant’s statement of the 
case. 

In addition, because this is an equity case tried by the 
Court, we will indicate what conclusions of fact set out 
in Appellant’s statement were actually in dispute and, 
therefore, within the province of the Court to determine. 
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All references to page numbers at the beginning of each 
paragraph of this Counter Statement will be to the corre- 
sponding page in Appellant’s Brief. 


This action seeks to establish title in Appellee Corpora- 
tion to all patent applications, and patents issued thereon, 
filed by Appellant Fisher after April 1, 1949, which cover 
or relate to the line of products or activities of Appellee 
Corporation. 


As indicated, Appellee is a Michigan Corporation, whose 
principal business since April 1, 1949, has been the manu- 
facture and sale of a line of tool products and accessories 
used in machine drilling. 


Appellant Fisher was one of the founders of Appellee 
Corporation, as it is presentely constituted, along with Dr. 
E. C. Swanson, a medical doctor of Vassar, Michigan. 
(J.A. 104a) 


For the period between April 1, 1949, and February 17, 
1957, Appellant Fisher was a principal stockholder, direc- 
tor, secretary-treasurer, and general manager of the com- 
pany. During this time, he was substantially in complete 
charge of production and sales and more particularly of 
research, development, and engineering. These facts were 
virtually all conceded by Appellant Fisher in the pleadings 
and corroborated by the proofs. (J.A. 6a, paragraph 9, 
Complaint; J.A. 15a, paragraph 9, Answer; J.A. 17a, para- 
graph 7, Counter-Claim; J.A. 108a, 110a, 111la, 116a, 119a, 
12la, 122a, 123a, 125a, 126a, 127a, 128a, 134a, 135a, 183a, 
184a, 186a, 190a, 191a, 201a) 


After becoming associated with Appellee Corporation as 
officer, director, and general manager, Appellant Fisher 
personally prepared the patent contract, dated April 5, 
1949, which is attached to the Complaint as Exhibit ‘‘A’’, 
and introduced in evidence as Plaintiff’s Exhibit 1. (J.A. 
9a) This agreement gave Appellee Corporation certain 
rights in three alleged patent applications filed by Fisher 
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before April 1, 1949. (J.A. 9a) The record establishes, 
however, that Fishor had filed only two applications. Of 
the two, one was rejected; (J.A. 204a) and the second ma- 
tured into Patent $2,543,840, providing no coverage for, 
and indirectly related to, the products manufactured and 
sold by Appellee Corporation. 


Page 6, The statement as to the several patent applica- 
tions filed by Appellant Fisher after April 5, 1949, the date 
of his personally-drawn patent agreement, is inaccurate. 
In the first place, Defendant’s Exhibit 21, the bushing which 
Fisher had made up at Holly, Michigan, before April 1, 
1949, did not have a removable coil liner. (J.A. 157a) 
Secondly, the first application following the agreement of 
April 5th, namely Defendant’s Exhibit 12, which was or- 
dered on November 7 ¢, 1949, and filed November 4, 1950, 
(J.A. 199a) was finally rejected by the United States Patent 
Office on September 3, 1953. (J.-A. 202a, 203a, 2042) The 
liner in Defendant’s Exhibit 12 was not the same as the 
liner in Defendant’s Exhibit 20, which was used in Defend- 
ant’s Exhibit 21, the bushing made up at Holly, Michigan. 
(J.A. 202a) 


Appellant Fisher’s Exhibit 10, which was the only other 
application filed before April 1, 1949, when he associated 
with the Corporation, and Plaintiff’s Exhibit 12, the first 
application filed after that date, were both rejected by 
the United States Patent Office on prior patents. (J.A. 
204a, 205a) 


Page 7 The reference to the testimony of Appellee’s ex- 
pert Professor Ferdinand I. Menefee, of the University 
of Michigan, is misleading when standing alone. Actually, 
Professor Menefee testified that the common feature of 
the applications filed and patents issued after April 1, 
1949, was a flat, flexible, helical coil. By twisting in one 
direction, the coil has its diameter reduced, thereby making 
it easy to insert into a container, bushing, or jig plate. 
(J.A. 130a) By releasing the coil, it expands and fixes 
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itself in the container, bushing, or jig plate. By twisting 
again in the proper direction, the coil is decreased in 
diameter and may be withdrawn or replaced if worn. (J.A. 
129a, 130a) 


The application for Appellant’s patent #2,744,424 
(Plaintiffs Exhibit 5 J.A. 105a) was filed on January 10, 
1952, and the patent issued May 8, 1956. (J.A. 232a) Claim 
1 of this patent covers the use of a reducible diameter and 
expandable diameter coil without reference to capping at 
either end of the coil. For this reason, this patent lacks 
a common feature with Defendant’s Exhibit 12, the appli- 
cation filed November 4, 1950. (J.A. 199a) 


No bushing with a common feature shown in the patent 
applications filed after April 1, 1949, and the patents at 
issue in this case, was actually marketed by Appellee Cor- 
poration until 1954, (J.A. 1374) 


The statement that Defendant-Appellant Fisher paid 
for the patent applications filed after April 1, 1949, is 
disputed. Plaintiff-Appellee’s Oxhibits 15, 16, 17, 18, 19, 
20, and 21, are checks of the corporation signed by Fisher 
with accompanying ledger sheets all made payable to T. 8. 
Donnelly, Mr. Fisher’s patent attorney. (J.A. 106a, 107a, 
108a) Whether Defendant Fisher actually had a drawing 
account and, if so, whether the checks in evidence were 
charged back is disputed. (J.A. 115a, 116a, 125a, 126a, 
128a, 139a, 169a, 176a 186a, 188a, 19la, 192a, 193a, 21Sa, 
219a) 


The statement that Appellant Fisher filed the various 
patent applications after April 1, 1949, with the knowledge 
and consent of the corporation and Dr, Swanson, is errone- 
ous. (J.A. 105a, 118a, 119a 122a, 123a 133a, 135a) 

Likewise, the statement that Appellant Fisher at a Board 
of Directors’ Meeting held December 8, 1954, told the 
Board they could inspect the patent applications at the of- 
fice of his patent attorney, Mr. Donnelly, is disputed. (J.A. 
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41a, 142a, 15la) Actually, at the time, Appellant Fisher 
hired an attorney to prevent giving any information to 
the Directors. (J.A. 14la, 142a, 151a) 

Page & The statement that between December, 1954, and 
May, 1956, Appellant spent his time on sales is inaccurate. 
Likewise the statement that the books during this time were 
kept by a bookkeeper at a location designated by Dr. Swan- 
son is inaccurate. Actually, Appellant retained the same 
desk in the same office. (J.A.183a) The corporate books 
were kept in the same room. (J.A.183a) He continued to 
be a director. (J.A. 184a) He continued to keep the 
minutes of the Directors’ Meetings as acting secretary. 
(J.A. 184a) On his own admission, he counseled with 
employees. (J.A.186a) For all practical purposes, he con- 
tinued to be General Manager of Appellee Corporation. 
(J.A.201a) He ran the company during this time through 
his brother-in-law and nephew. (J.A, 116a) 


Appellee Corporation paid royalties only on the assump- 


tion that the bushings being manufactured were covered 
by the specifie patent applications referred to in Plaintiff’s 
Exhibit 1, the patent agreement, which Appellant Fisher 
himself prepared after April 1, 1949, when he became asso- 
ciated with the corporation. (J.A. 109a, 110a, 111a, 123a, 
124a, 127a, 143a, 144a, 145a, 146a, 147a, 148a) The royalty 
payments were promptly suspended when it was discovered 
that one application referred to in Defendant’s agreement 
(Plaintiff’s Exhibit 1) had been abandoned and the patent 
issued on the second application did not cover Appellee’s 
produets. (J.A. 152a) 


Dr. Swanson, president of Appellee Corporation, was 
never given a copy of the 1956 catalog which referred to 
patent numbers. (J.A. 111a, 112a) The company catalogs 
were prepared by Appellant Fisher alone. (J.A. 119a, 
120a, 121a) 

Tn this case, the Bill of Complaint was filed April 21, 
1958. (J.A.4a) No motions to dismiss or to quash service 
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were filed at this time. The Defendant’s Answer to the 
Complaint and his Counter-Claim for royalties and in- 
fringement was filed on July 18, 1958. (J.A. 14a) 


Plaintiff-Appellee’s Reply to the new matter in the An- 
swer and to the Counter-claim of Def: endant-Appellant was 
filed on August 7, 1958, together with a Cross-Claim against 
the Defendant. (J.A. 20a) Defendant-Appellant then filed 
a Reply to Plaintiff’s Reply to the Answer on August 21, 
1958. (J.A. 26a) 


Then Defendant-Appellant’s Motion to Dismiss for 
alleged want of jurisdiction over the Plaintiff-Appellee 
on the basis that Plaintiff’s corporate powers had been 
lost by reason of failure to file annual reports was 
filed on September 9, 1958. (J.A. 37a) This is more 
than 4 months after the Complaint was filed. Defend- 
ant-Appellant’s Answer was amended to include this de- 
fense on October 1, 1958. (J.A. 39a) A motion to dismiss 
on this ground was denied by the Honorable Edward M. 
Curran, United States District Judge, on October 2, 1958. 
(J.A. 402) This matter of lack of corporate power was 
raised a second time on pre-trial, November 20, 1959, be- 
for the Honorable Alexander Holtzhoff. The District 
Judge noted in the pre-trial order (J.A. 50a): ‘‘that P 
produces a certificate of the authorities of Michigan certi- 
fying that P has capacity to sue.’’ 


On November 30, 1959, approximately 18 months after the 
Complaint was filed, Defendant-Appellant for the first time 
raised the defense of Statute of Limitations, referring 
specifically to the Michigan Statute of Limitations for per- 
sonal actions, Compiled Laws of Michigan, Section 609.13. 
(J.A. 51a) 


On the same date, November 30, 1959, Defendant-Appel- 
lant first filed Motion to Dismiss for lack of jurisdiction 
under 35 U.S.C. Section 293 of the 1952 Patent Act. This 
was approximately 15 months after Defendant Fisher had 
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filed his Answer to the Complaint, together with Counter- 
claim for infringement and royalties. None of the three 
affirmative defenses with respect to lack of the Court’s 
jurisdiction were set up in the Answer. 


The Defendant-Appellant, Mr. Fisher, did not urge 
either the defense with respect to corporate powers or 
the defense of Statute of Limitations on the first appeal 
arising out of this case, which was determined by the 
Opinion of this Court, dated November 15, 1960, (109 U.S. 
App. D.C, 182, 284 Fed, 24 611) set out at Page 96a of the 
Joint Appendix herein. Likewise, Defendant-Appellant 
took no cross-appeal to specifically urge these defenses at 
that time. 


Following remand of this case to the District Court for 
trial on its merits, the trial of the case was begun May 16, 
1961, before the Honorable Joseph C. MeGarraghy, District 
Judge. None of the three defenses with respect to juris- 
diction of the Court over the subject matter or the person 
of Defendant-Appellant were raised by motion upon the 
opening of the trial, at the close of the Plaintiff’s proofs, 
or at the close of all of the proofs of the ease. The trial 
on its merits was concluded before the District Court on 
May 19, 1961, and on June 26, 1961, the Honorable Joseph 
C. MeGarraghy filed his initial Findings of Fact and Con- 
clusions of Law. 


In a Brief submitted on behalf of the Defendant-Appel- 
lant for oral argument before the Trial Court, after trial 
was concluded, the defense of Statute of Limitations was 
referred to. However, in this Brief, Defendant Fisher 
raised for the first time an entirely new and different 
Limitation Statute. Me referred to Compiled Laws of 1948, 
Section 450.47, Michigan Statutes Annotated Section 21.47, 
referring to corporate officers, As noted, this Statute was 
not mentioned cither in Defendant-Appellant’s initial 
Motion to Dismiss on the ground of limitation, (J.A, dla, 
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52a) or referred to in the amendment to the Answer per- 
mitted upon Order of the District Court. (J.A. 89a) 


Subsequent to the filing of the Trial Court’s initial Find- 
ings of Fact and Conclusions of Law on June 26, 1961, 
(S.A. 226a) Defendant Fisher filed Objections. These ob- 
jections made no reference to lack of jurisdiction on the 
part of the Court either with respect to loss of corporate 
powers, Statute of Limitations, or lack of general state 
court jurisdiction. However, the matter of the Statute of 
Limitations was raised orally for the first time upon oral 
argument with respect to the Court’s initial Findings of 
Fact and Conclusions of Law. The Trial Judge asked 
for Briefs on this issue and following submission of Briefs 
by Counsel for the respective parties, the Honorable Joseph 
C. MeGarraghy filed Amended Findings of Fact and Con- 
clusions of Law in which he specifically found: 


“4. The Plaintiff’s cause of action is not barred by 
either the Michigan or District of Columbia Statutes 
of Limitations.”’ (J.A. 2342) 


STATUTES AND RULES INVOLVED 


Appellant’s Appendix, beginning at Page 45 of the Brief, 
fails to set forth the Michigan Statute of Limitations for 
Personal Actions, being Compiled Laws of Michigan, 1948, 
Section 609.13, Michigan Statutes Annotated, 1959 Cumu- 
lative Supplement, Section 27.605. 


This is the only Statute of Limitations referred to in 
Defendant’s Motion to Amend Pleadings, filed November 
30, 1959. (J.A. 51a) It is likewise the only Statute re- 
ferred to in Defendant-Appellant’s Amendment to Answer, 
filed December 28, 1959. (J.A. 89a) 


The pertinent parts of this Statute are: 


Michigan Statutes Annotated, 1959 Cumulative Supple- 
ment Section 27.605, Limitation of personal actions; 
periods; suits in courts of Michigan and other states to 
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collect taxes, comity, attorney general, and other legal 
officers empowered to bring, Sec. 13. 


‘All actions in any of the courts of this state shall be 
commenced within 6 vears next after the causes of 
action shall acerue, and not afterward, except as here- 
inafter specified: Provided, however, * * *”’ 


Michigan Statutes Annotated, 1959 Cumulative Supple- 
ment, Section 27.612, Limitation of personal actions; 
concealment of cause of action or identity of any party 
thereto, effect, Sec, 20, 


“Tf any person who is liable to any of the actions men- 
tioned in this chapter, shall fraudulently conceal the 
cause of such action, or conceal the identity of any 
party thereto, from the knowledge of the person en- 
titled thereto, the action may be commeneed at any 
time within 2 vears after the person who is entitled 
to bring the same shall discover that he had such cause 
of action, althoneh such action would he otherwise 
barred by the provisions of this chapter.’ 


Michigan Statutes Annotated, 1959 Cumulative Sup- 
plement, Section 27.609, Accrual of cause of action in 
case of absence of defendant from state. Sec. 17. 


“Tf at the time when any cause of action shall acerue 
against any person, he shall be out of the state, the 
action may be commenced within the time herein lim- 
ited therefor, after such person shall come into this 
state; and if after any cause of action shall have ae- 
erued, the person against whom it shall have acerued 
shall be absent from this state, any and all periods of 
absence in excess of two (2) months at one (1) time, 
shall not be taken as any part of the time limited for 
the commencement of the action.”’ 


Fed, Rules Civ. Proc, Rule 12, Defenses and Objections. 


““(b) How Presented. Every defense, in law or fact, to 
a claim for relief in any pleading, whether a claim, 
counterclaim, cross-claim, or third-party claim, shall 
be asserted in the responsive pleading thereto if one 
is required, except that the following defenses may at 
the option of the pleader be made by motion: (1) lack 
of jurisdiction over the subject matter, (2) lack of 
jurisdiction over the person, (3) improper venue, (4) 
insufficiency of process, (5) insufficiency of service of 
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process, (6) failure to state a claim upon which relief 
can be granted, (7) failure to join an indispensable 
party. A motion making any of these defenses shall 
be made before pleading if a further pleading is per- 
mitted. No defense or objection is waived by being 
joined with one or more other defenses or objections 
in a responsive pleading or motion. If a pleading sets 
forth a claim for relief to which the adverse party is 
not required to serve a responsive pleading, he may 
assert at the trial any defense in law or fact to that 
claim for relief. Tf, on a motion asserting the defense 
numbered (6) to dismiss for failure of the pleading to 
state a claim upon which relief ean be granted, matters 
outside the pleading are presented to and not excluded 
by the court, the motion shall be treated as one for 
summary judgment and disposed of as provided in 
Rule 56, and all parties shall be given reasonable 
opportunity to present all material made pertinent to 
such motion by Rule 56.” 


““(h) Waiver of Defenses, A party waives all defenses 
and objections which he docs not present either by 
motion as hereinbefore provided or, if he has made no 
motion, in his answer or reply, except (1) that the 
defense of failure to state a claim upon which relief 
can be granted, the defense of failure to join an indis- 
pensable party, and the objection of failure to state a 
legal defense to a claim may also he made bv a later 
pleading, if one is permitted, or by motion for judg- 
ment on the pleadings or at the trial on the merits, 
and except (2) that, whenever it appears by sugges- 
tion of the parties or otherwise that the court lacks 
jurisdiction of the subject matter, the court shall 
dismiss the action. The objection or defense, if made 
at the trial, shall he disposed of as provided in Rule 
15(b) in the light of any evidence that may have been 
received.”’ 


Fed. Rules Cir. Proc. Rule 8, General Rules of Pleading. 


“<(@) Affirmative Defenses. In pleading to a preeed- 
ing pleading, a party shall set forth affirmatively 
accord and satisfaction, arbitration and award, as- 
sumption of risk, contributory negligenee, discharge in 
bankruptey, duress, estoppel, failure of consideration, 
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fraud, illegality, injury by fellow servant, laches, li- 
cense, payment, release, res judicata, statute of frauds, 
statute of limitations, waiver, and any other matter 
constituting an avoidance or affirmative defense. * * *’’ 


Fed, Rules Civ. Proc. Rule 52 (a), Findings by the Court. 


“‘(a) Effect. In all actions tried upon the facts with- 
out a jury or with an advisory jury, the court shall 
find the facts specially and state separately its con- 
clusions of law thereon and direct the entry of the 
appropriate judgment; * * * Findings of fact shall not 
be set aside unless clearly erroneous, and due regard 
shall be given to the opportunity of the trial court to 
judge of the eredibility of the witnesses. * * *’? 


SUMMARY OF ARGUMENT 


Both the District Court for the District of Columbia 
and this Cireuit Court of Appeals for the District of 
Columbia in its opinion on the first appeal in this case 
(J.A. 96a-102a) were correct in holding that the District 


Court had jurisdiction over the subject matter of this 
suit to adjudicate title to patents by virtue of D. C. Code 
1951, Title 11, Section 306, which confers general state 
court jurisdiction. 


Section 306 is not limited in any manner by Section 308, 
Title 11 of the D. C. Code, which relates only to process. 
Defendant-Appellant waived any alleged defects with re- 
spect to process, venue, and jurisdiction over the person 
by failing to raise the question on special motion before 
answer or by motion incorporated in the answer as re- 
quired by Federal Rule 12(b) and 12(h). 


Furthermore, the question of jurisdiction over the sub- 
ject matter and the person of Defendant-Appellant is res 
judicata by reason of the decision of this Court entered 
November 15, 1960. (J.A. 96a-102a) 


Appellant’s contention that the Trial Court should have 
dismissed for failure of Appellee Corporation to file annual 
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reports and pay franchise fees as required by the Michigan 
Corporation Statute is without merit. The corrected cer- 
tificate of Mr. Lawrence Gubow, Commissioner of the 
Michigan Corporation and Securities Commission (J.A. 
37a) accompanied by an explanatory letter of Ann 
Sawnsky, Director of the Annual Report Division of the 
Commission, demonstrates that the Statute had, in fact, 
been complied with. 


On this evidence, an order was entered by the Honorable 
Edward M. Curran, District Judge, denying Appellant’s 
Motion to Dismiss on this ground. 


Defendant-Appellant failed to urge this defense on the 
first appeal, or at anytime before, during or after the 
actual trial of this ease. Under the circumstances, it 
should be considered res judicata by reason of the decision 
of this Court on the first appeal. (.J.A. 96a-102a) 


The cause of action of Appellee Corporation is not 


barred by cither a Michigan or a District of Columbia 
Statute of Limitations. 


The bar of limitations is an affirmative defense which 
must be pleaded under Federal Rule 8(¢). Defendant- 
Appellant belatedly pleaded only the General Michigan 
Statute of Limitations. This is of no avail because it is the 
statute of the forum which is applicable, and no District 
of Columbia Statute was pleaded or even mentioned during 
trial of the ease. Actually, however, even if the Michigan 
and D. C. Statutes had been properly pleaded and urged 
during the trial, neither would bar this action because 
of Appellant’s fraudulent concealment and absence from 
the State of Michigan. 


The general problem of jurisdiction over both subject 
matter and the person of the Defendant-Appellant was 
before this Court in the first appeal. For this reason, the 
bar of limitations should be considered res judicata by 
reason of the decision of this Court on the first appeal. 
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The Defendant-Appellant conceded in his pleadings that 
he was in a fiduciary relationship to Appellee Corporation. 
The position of trust arose from the fact that he was at 
all times a principal stockholder of the Corporation as 
well as an officer, director, and its general manager in 
sole charge of experimentation, research, development, 
manufacture, and sales. There was ample evidence upon 
which the Trial Court could and did find that Defendant- 
Appellant breached his fiduciary relationship by filing 
applications for the patents in question in his own name. 
That he did so after April 1, 1949, was in violation of the 
patent agreement which he himself drew. The agreement 
in question, attached to the Complaint as Exhibit “A” 
and introduced in evidence as Plaintiff’s Exhibit 1, eon- 
ferred upon Defendant only such rights to patents and 
royaltics as were spelled out in the clear and unambiguous 
language contained in the agreement. The agreement was 
not accompanied by a separate contemporaneous oral 


agreement enlarging its terms. Likewise, the written 
agreement was not subsequently enlarged by a separate 
oral agreement altering its terms. Under the circum- 
stances, he cannot be permitted to add to or subtract from 
the clear import of his own written agreement by self- 
serving oral testimony as to what he subjectively intended 
it to mean. 


Under the facts and cireumstances of this ease, where 
Defendant-Appellant breached his trust relationship, where 
the violation of his trust consisted of taking out patents re- 
lating to the specifie products for which he had organized 
the venture in his own name; in such a ease under the law of 
Michigan and throughout the United States, the patents in 
question are, in fact, the property of Appellee Corporation. 
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ARGUMENT 
QUESTION NO. I(a) 

WHETHER THE DISTRICT COURT ACQUIRED 
LOCAL EQUITY JURISDICTION UNDER SECTION 
306, TITLE 11, D. C. CODE, 1951, OVER BOTH THE 
SUBJECT MATTER OF THIS ACTION FOR TITLE 
TO PATENTS AND PATENT APPLICATIONS AND 
THE PERSON OF THI DEFENDANT-APPELLANT, 
WHO FILED AN ANSWER AND A COUNTER-CLAIM 
FOR ROYALTIES AND INFRINGEMENT, WITHOUT 
FIRST MOVING EITHER TO QUASH THE SERVICE 
OR TO DISMISS THE CAUSE BY SEPARATE MO- 
TION OR BY MOTION JOINED WITH HIS ANSWER. 


The answer should be ‘‘Yes’’. 


Appellant contends that both the District Court for the 
District of Columbia and this Circuit Court of Appeals for 
the District of Columbia erred in holding that the District 
Court for the District of Columbia had jurisdiction of the 
subject matter of this suit to adjudicate title to patents and 
patent applications by virtue of D. C. Code 1951, Title 11, 
Section 306, which confers general state court jurisdiction. 


Appellant urges that the state court jurisdiction of the 
District Court for the District of Columbia, under Title 11. 
Section 306, is limited by Title 11, D. C. Code 308, which 
reads: 


‘No action or suit shall be brought in the District 
Court of the United States of the District of Columbia 
by original process against any person who shall not 
be an inhabitant of or found within the District.’’ 


It is the position of Appellee Corporation that this 
section of the Code dealing with process has nothing to 
do with jurisdiction over the subject matter. Process in 
this case was by publication under the provisions of Title 
13, Section 108, of the District of Columbia Code (1951 
edition). (J.A. 10a, 11a) 
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Appellant Has Confused the Legal Concepts of Jurisdiction, 
Venue, and Process 


Counsel for Appellant have fallen into the common error 
of confusing jurisdiction, venue, and process. These items 
constitute three distinct categories of the law and cannot 
be indiscriminately interchanged for the convenience of 
Counsel. As a matter of fact, however, jurisdiction over 
the person, improper venue, and insufficient service of 
process are all waived if not raised by motion before 
Answer or at the very latest by motion incorporated in 
the Answer itself. (See Federal Rules of Civil Procedure, 
Rules 12(b) and 12(h)). 


The Joint Appendix filed in this cause establishes the 
fact that Defendant-Appellant filed no Motion objecting to 
jurisdiction over his person before he filed his Answer and 
Counter-Claim for royalties and infringement. Likewise, 
Defendant-Appellant made no Motion objecting to venue 
in the District of Columbia and/or service by publication 
pursuant to the District of Columbia Code before filing 
his Answer and Counter-Claim. Finally, no mention is 
made of lack of jurisdiction over the person, improper 
venue, or insufficient service or process in the Answer filed 
July 18, 1958. (J.A. 14a, 15a, 16a) To argue now that 
this is unnecessary in the instant ease beecaues the District 
Court for the District of Columbia lacked jurisdiction of 
the subject matter set forth in the Complaint under its 
general state court jurisdiction is without merit. 


The Honorable Alexander Holtzoff, United States Dis- 
trict Judge, in his Opinion filed January 6, 1960 (J.A. 
90a-95a), specifically found that the District Court had 
jurisdiction of the subject matter by reason of Article I, 
Section 8, Paragraph 17, of the Federal Constitution, and 
Title 11, Section 306, D. C. Code, 1951. This Cireuit Court 
of Appeals for the District of Columbia in its Opinion filed 
March 7, 1961, specifically found at J.A. 100a that the 
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District Court had common law equity jurisdiction over the 
facts in this case. 


This basic issue of jurisdiction over the subject matter 
was determined in favor of Appellee Corporation by two 
Courts. Any attempts by Defendant-Appellant to cirecum- 
vent these favorable rulings by injecting questions of juris- 
diction over the person, venue, or process are foreclosed. 
Appellant Fisher waived any such objections by failing 
to comply with Federal Rule 12(b) and 12(h). 


Defendant-Appellant now urges that an alleged inade- 
quacy of process under Section 308, Title 11 of the D.C. 
Code, relates back to destroy the Court’s jurisdiction over 
the subject matter at the time of the commencement of 
the suit by reason of general state court jurisdiction under 
Section 306. 


Tt scems to us that the best answer to this argument is 
that, for many months following institution of this suit, 
Appellant didn’t believe in it himself. At that time, the 
Defendant-Appellant appears to have been well aware of 
the distinction between jurisdiction, venue, and process. 
The actions of the Defendant-Appellant demonstrate that, 
when this suit was filed, he assumed that the District Court 
for the District of Columbia had jurisdiction over the 
subject matter, either by reason of 35 U.S.C., Section 293, 
or its general state court jurisdiction. Acting upon this 
assumption, he chose to waive any irregularities of venue 
or process by failing to move to dismiss before answering 
or to incorporate such defenses in his Answer. 


The case of Hoffman v. Blaski, decided June 13, 1960, 
being Supreme Court 1084, 4 Law Edition 2d, 1254, which 
is cited erroneously as Blaski v. Hoffman by Appellant at 
Page 15 of his Brief, actually reaffirms the proposition that 
jurisdiction over the person, improper venue, and insuffi- 
cient service of process may all be waived. 
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Mr. Justice Whittaker, writing for the majority, said at 
Page 1262 of the Law Edition Report: 


“Of course, venue, like jurisdiction over the person, 
may be waived. A defendant, properly served with 
process by a court having subject matter jurisdiction, 
waives venue by failing seasonably to assert it, or even 
simply by making default. Commercial Casualty Ins. 
Co. v. Consolidated Stone Co., 278 US 177, 179, 180, 
73 Led 252, 254,49 S Ct 98; Neirbo vy. Bethlehem Ship- 
building Corp., 308 US 165, 84 L ed 167, 60 S Ct 153, 
128 ALR 1437.” 


Blashi v. Hoffman, 260 Fed 2d 317, is a Circuit Court of 
Appeals decision arising out of the same fact situation as 
Hoffman. Both the Hoffman Case in the United States 
Supreme Court and the Blaski Case in the Cireuit Court 
of Appeals involve interpretation of 28 U.S.C., Section 
1404(a) relating to change of venue ‘‘for the convenience 
of parties and witnesses, in the interest of justice’, in 
those situations where the defendant moves to change to 


a venue where the case could not have been brought 
originally by the plaintiff. 


Now the ease at bar concerns an action originally in- 
stituted by Appellee Corporation in the Distriet Court for 
the District of Columbia. No question of its transfer to 
another venue is involved. No proposition of a supposed 
retroactive waiver of personal jurisdiction, as suggested 
by Appellant at Page 17 of his Brief, ean conecivably be 
involved. When the Complaint in this case was originally 
filed, Appellant-Defendant had the same right as any other 
litigant to be heard by motion or by defense asserted in 
his Answer with respect to jurisdiction over the person, 
venue, or process. He obviously failed to do so because 
he just didn’t want to at that time. 


There is no merit in Appellant’s assertion that the Dis- 
trict Court recast the Complaint in this cause to in effect 
insert Section 11, 306, D. C. Code, as a jurisdictional aver- 
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ment. The state court jurisdiction of the District Court 
for the District of Columbia over the subject matter of 
this suit is implicit in the allegations of the Complaint 
asking for an adjudication of the title to patents and pat- 
ent applications. 


QUESTION NO. I(b) 


THE QUESTION OF JURISDICTION OVER THE 
SUBJECT MATTER AND THE PERSON OF DEFEND- 
ANT-APPELLANT IS RES JUDICATA BY REASON 
OF THE DECISION OF THIS COURT ENTERED 
NOVEMBER 15, 1960, IN THE CASE OF NORTH 
BRANCH PRODUCTS, INC., PLAINTIFF AND AP- 
PELLEE, v. REUEN FISHER, DEFENDANT AND 
APPELLANT, 284 FED. 2d 611. (J.A. 96a-102a) 


Reference is made to the Opinion of this Court entered 
November 15, 1960, and filed March 7, 1961, set out in the 
Joint Appendix beginning at Page 96a. This Court spe- 
cifically held (J.A. 100a) : 


‘We do not decide whether service so made gave the 
Court jurisdiction over the subject matter, for, that 
question aside, such jurisdiction resides in the_com- 
mon law equity jurisdiction of our District Court. 
Both Section 293 and 28 U.S.C. 1338," * * are special 
grants of jurisdiction in the area of patents, copy- 
rights, and trademarks, which leave unimpaired the 
underlying jurisdiction in equity which encompasses 
the present case. See Pan-Tsu Mow v. Republic of 
China, 91 US App. D.C. 324, 201 Fed 2d 195, Cert. 
denied, 345 U.S. 925, and cases cited. See F. King v. 
Wall and Beaver Street Corp., 79 US App. D.C. 234, 
145 Fed. 2d 377.” 


Beginning at page 101a of the Joint Appendix, this Court 
just as emphatically held that the District Court for the 
District of Columbia had jurisdiction over the person of 
the Defendant-Appellant in this case. 
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It is significant that following the initial decision of this 
Court on November 15, 1960, the Defendant-Appellant did 
not raise this issue of jurisdiction for the second time in 
the District Court when it was remanded for trial and tried 
before the Honorable Joseph C. MeGarraghy, District 
Judge. 


The Editors of American Jurisprudence set out this 
generally-aceepted proposition of law as follows: 


30a Am. Jur., Judgments, 871: 


“It is a fundamental principle of jurisprudence that 
material facts or questions which were in issue in a 
former action, and were there admitted or judicially 
determined, are conclusively settled by a judgment 
rendered therein, and that such facts or questions be- 
come res judicata and may not again be litigated in 
a subsequent action between the same parties or their 
privies, regardless of the form the issue may take in 
the subsequent action, whether the subsequent action 
involves the same or a different form of proceeding, 
or whether the second action is upon the same or a 
different cause of action, subject matter, claim, or 
demand, as the earlier action.’’ 


This statement is supported by a multitude of decisions 
from both the Federal Courts and the various state courts 
in the country. 
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QUESTION II 


WHETHER THE TRIAL COURT SHOULD HAVE 
DISMISSED THIS ACTION FOR FAILURE OF 
PLAINTIFF TO FILE PROPER ANNUAL REPORTS 
AND PAY FRANCHISE FEES IN ACCORDANCE 
WITH THE MICHIGAN CORPORATION ACT, IN THE 
FACE OF A CORRECTED CERTIFICATE OF THIS 
MICHIGAN CORPORATION AND SECURITIES COM- 
MISSION, (J.A. 37a) SHOWING COMPLIANCE WITH 
THE MICHIGAN STATUTE, WHEN DEFENDANT'S 
MOTION ON THIS GROUND WAS DENIED ON OC- 
TOBER 2, 1958, (J.A. 40a, 41a), ITS DENTAL NOTED 
IN THE PRE-TRIAL STATEMENT (J.A, 50a) AND 
THE QUESTION WAS NOT RAISED ON EARLTER 
APPEAL TO THE CIRCUIT COURT OF APPEALS, 
OR UPON MOTION BEFORE, DURING, OR FOL- 
LOWING TRIAL OF THE CAUSE ON REMAND BY 
THIS COURT. 

The answer should be ‘‘no’’. 


This matter of corporate powers is an affirmative de- 
fense on which Defendant-Appellant Fisher had the burden 
of proof. It could have been raised under Rule 12(b) by 
special motion before the Answer and Counter-Claim was 
filed. This was not done. Likewise, the Defendant’s An- 
swer did not set up this defense. Rather, it was raised 
by Motion more than 4 months after the Complaint was 
filed and supported only by a Certificate of Lawrence 
CGubow, Commissioner of the Michigan Corporation and 
Securities Commission, dated September 5, 1958. Plaintiff- 
Appellee opposed the Motion (J.A. 33a) and submitted 
as Exhibit ‘‘A’? (J.A. 37a) a corrected Certificate of the 
same Lawrence Gubow, Commissioner of the Michigan 
Corporation and Sceuritics Commission, dated September 
16, 1958. This corrected certificate read: 


“The corporation has filed all annual reports, paid 
the fees in connection therewith, is in good standing in 
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this office, and is duly authorized to transact business 
in Michigan’’, 


The corrected Certificate of Mr. Gubow, Commissioner of 
the Michigan Corporation and Securities Commission, was 
accompanied by a letter, dated September 16, 1958, Plain- 
tiff’s Exhibit “*B’? (J.A. 38a) over the signature of Ann 
Sawasky, Director of the Annual Report Division of the 
Commission. This letter sets forth that the 1958 Annual 
Report, together with remittance for the franchise fees, 
was, in fact, received by that office on May 7, 1958, a full 
8 days before it was due on May 15, 1958. Thus, it is clear 
that on April 21, 1958, when this case was filed, the 1957 
Annual Report had been filed, together with the required 
franchise fees, and the 1958 Annual Report was not as 
vet due. 


In this matter of corporate reports and fees, Michigan 
is a so-called ‘substantial compliance state’’, The law on 
this proposition is diseussed in Appellee’s opposition to 
Defendant’s Motion to Dismiss, beginning at Page 33a of 
the Joint Appendix. We merely suggest that Newburgh 
Steel Company v. Auto Steel Company, 288 Michigan 156, 
relied on by Defendant-Appellant at Page 21 of his Brief 
is not in point. In the first place, it involved a foreign 
corporation (Ohio) rather than a Michigan Corporation, 
and the corporate fees were not, in fact, paid at the time 
the corporation filed its Annual Report. The Michigan 
eases on this subject, which are controlling on the fact 
situation presented here where we are dealing with a 
Michigan Corporation are: R.C. Mahon Co. v. Molin, 252 
Michigan 606, 233 NW. 481, and L. J. Berry Coal Co, v. 
Vonghten, 282 Michigan 547, 276 N.W. 550. 


Finally, we earnestly suggest that this proposition is 
now res judicata by reason of the Opinion of this Court in 
the first appeal between the parties in this ease. At the 
time of the first appeal, Appellant had raised the issue by 
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Motion, which Motion had been summarily denied by the 
Honorable Edward M. Curran, District Judge. Therefore, 
Defendant-Appellant could have urged this matter in the 
initial appeal cither directly or by filing a cross-appeal. 


QUESTION III 

WHETHER THE DISTRICT COURT ERRED IN 
HOLDING AS A MATTER OF LAW THAT THIS 
ACTION WAS NOT BARRED BY EITHER THE MICH- 
IGAN OR DISTRICT OF COLUMBIA STATUTE OF 
LIMITATIONS WHEN DEFENDANT-APPELLANT 
UPON LEAVE GRANTED FOLLOWING PRE-TRIAL 
AMENDED HIS ANSWER TO RELY UPON THE GEN- 
ERAL MICHIGAN STATUTES OF LIMITATION 
(J.A. 88a) FOR PERSONAL ACTIONS, AND WITH- 
OUT URGING THIS STATUTE OR ANY OTHER 
STATUTE OF LIMITATIONS BY A MOTION BE- 
FORE, DURING, OR AFTER TRIAL, SOUGHT TO 
RELY UPON A PORTION OF THE MICHIGAN GEN- 
ERAL CORPORATION ACT, COMPILED LAWS OF 
1948, SECTION 450.47, MICHIGAN STATUTES AN- 
NOTATED SECTION 21.47, AFTER THE DISTRICT 
JUDGE HAD MADE HIS ORIGINAL FINDINGS OF 
FACT AND CONCLUSIONS OF LAW. 


The answer should be ‘‘No’’. 


Appellant’s Questions No. V and VI, dealt with in his 
Brief from pages 36 through 42, deal with the problem of 
Statute of Limitations. Defendant-Appellant discusses 
both a Michigan Statute, which was not pleaded, and the 
District of Columbia Statute of Limitation, which was at 
no time pleaded or argued at any time during the long, 
tedious history of this litigation. 


Under Federal Rule 8 (c), the bar of the Statute of 
Limitations is an affirmative defense which must be pleaded 
by the party asserting it. Plaintiff is not required to antici- 
pate this defense, and the party asserting it must sustain 
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the burden of proof on the issue. This is the accepted 
view of the law throughout the United States and par- 
ticularly in Michigan. Volume 20, Michigan Law and 
Practice, Statute of Limitations, Section 16; Lennen vy. 
Teller, 228 Michigan 243. 


Failure to assert the defense in the Answer to the Com- 
plaint results in its waiver. Whitmarsh v. Durastone Co., 
DCR 1, 1954; 122 Fed. 2d 806. 


Tn this ease, Defendant waited until after the pre-trial 
hearing held November 20, 1959, (J.A. 49a) and then on 
November 30, 1959, filed a Motion to amend his Answer to 
add a further defense of Statute of Limitations. (J.A. 
51a) This Motion refers specifically to Compiled Laws of 
Michigan, 1948, Section 609.13, Michigan Statutes Anno- 
tated, 1959 Cumulative Supplement, Section 27.605. TNe- 
fendant-Appellant’s Motion contains this statement: 


“This Motion has been promptly brought since the 
Defendant did not know when the Plaintiff’s alleged 
fiduciary relationship started until Plaintiff admitted 
during the pre-trial of this action that it started on 
April 1, 1949.’’ 


We suggest that, at this point, knowledge of when his 
fiduciary relationship began was necessarily held by De- 
fendant-Appellant at all times. 


On December 21, 1959, the District Court entered an 
Order permitting Defendant-Appellant to amend its plead- 
ings to add the further defense of Statute of Limitations, 
and incorporating this defense in the pre-trial Order. In- 
asmuch as Defendant’s Motion to amend refers specifically 
to one Michigan Statute, (J.A, 51a) Plaintiff-Appellee’s 
Resistance to the Motion (J.A. 74a) was confined to dis- 
cussion of the specific Michigan Statute cited by Defendant. 
Tn his Reply to Plaintiffs Resistance of the Motion to amend 
pleadings on the ground of the Statute of Limitations, 
(J.A. 84a) Defendant-Appellant again referred to the one 
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specific Michigan Statute. Therefore, upon all of the 
recognized rules of pleading, we suggest that the District 
Judge must have intended by the Order permitting amend- 
ment of the pleadings that they be amended only to add 
the specific Statute of Limitations referred to in the 
Motion. 


This assumption is borne out by the fact that, when 
Defendant filed an Amended Answer on December 28, 1959, 
adding paragraph XVIII, (J.A. 89a) he again refers spe- 
cifically to the Michigan Statute of Limitations for per- 
sonal actions, namely Compiled Laws of Michigan, 1848, 
See. 609.13. In this Amended Answer, Defendant spe- 
cifically alleged that the 6-year period under this particular 
Statute expired on April 1, 1955. 


Having pleaded an affirmative defense in this language, 
Defendant-Appellant had the burden of proving it as 
alleged and in no other way. 


The Michigan Statute cited in the Motion to Amend and 
in the amended pleading has three significant sections, 
which are set out in this Brief under the section devoted to 
Statutes and Rules. 


As previously mentioned, Defendant-Appellant made no 
Motion to Dismiss on the ground of Statute of Limitation 
at the close of Plaintiff’s proofs during the trial of this 
case. Likewise, he failed to make a Motion on this ground 
at the close of all of the proofs. 


Following trial, Defendant-Appellant submitted pro- 
posed Finding of Fact and Conclusions of Law without 
mentioning the defense of Statute of Limitations and later 
filed Objections to the Court’s initial Findings of Fact and 
Conclusions of Law, (J.A. 226a-229a) again without re- 
ferring to the defense of Statute of Limitations. 
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No Michigan Statute of Limitations Can Be Utilized as a 
Defense in This Case 


The simple fact is that no Michigan Statute of Limita- 
tions can bar this present action between a Michigan Cor- 
poration Plaintiff and a Defendant who is a resident of 
Canada, even though the cause of action arose in the State 
of Michigan. It is the law of the forum where the case 
was tried which controls. 


The Michigan law on this proposition coincides with the 
law in the District of Columbia and throughout the United 
States. It is summarized suceinetly in 20 Michigan Law 
and Practice Encyclopedia, Statute of Limitations, Sec. 1, 
Page 545, as follows: 


“As the statute of limitations applies only to the 
remedy and not to the right, the statute in foree in 
the state in which the action is brought applies. As 
otherwise stated, the statute of limitations of the 
forum is a bar to the remedy, even though the action 
is not barred in the state where it arose, and, con- 
versely, an action not barred by the limitations of the 
forum is maintainable, even though barred in the state 
of origin of the cause of action.’’ 


The Michigan Encyclopedia cites as authority: Maki v. 
George R. Cooke Co., 1942, 124 Fed. 2d 663, 146 ALR 135a, 
Cert, denied, George R. Cooke Co. v. Maki, 62 Sup, Ct. 1274, 
316 US 636; 86 Law Edition 1758, and also the early Michi- 
gan case of Dowse v. Gaynor, 1908, 118 N. S. 615, 155 
Mich. 38. 


Both the United States District Court for the District 
of Columbia and the Cireuit Court of Appeals for the 
District of Columbia have spoken emphatically to the effect 
that it is the law of the forum which controls with respect 
to the bar of limitations. Wells v. Alropa Corp., 82 Fed. 
2d 887, decided March 9, 1936, and Kaplan v, Manhattan 
Life Ins, of New York, 109 Fed, 2d 463, decided in 1939, 
are cases in point. 
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In 1951, the United States District Court for the Dis- 
trict of Columbia in the case of Bell et ux. v. Kelly Motor 
Lines, 95 Fed. Supp. 682, affirmed this proposition that it 
is the law of the forum which prevails with respect to the 
Statute of Limitations. 


Beeause of the fact that the Statute of Limitations is 
an affirmative defense, which under Federal Rule 8 (¢) must 
be pleaded and then proven as alleged, and since the 
Statute of Limitations of the District of Columbia was 
never pleaded by Defendant-Appellant, this question is 
certainly moot. 


Beginning at page 36 of his Brief, Appellant indulges 
in a type of mental gymnastics designed to persuade the 
Court that Section 47 of the Michigan Corporation Code, 
dealing with the duties of directors, must be considered in 
deciding this ease, although as previously mentioned, it 
was never pleaded by Defendant-Appellant or even argued 
until long after actual trial of the case. 


A part of the reasoning indulged in by Defendant- 
Appellant beginning at page 36 seems to be that what 
we are dealing with here is actually a tort case premised 
upon fraud. Such reasoning is completely unfounded in 
fact. The Complaint (J.A, 4a) is titled, ‘Complaint for 
Declaratory Judgment’’, and alleges a cause of action 
to determine the ownership of certain patents and patent 
applications referred to therein. Under the cireumstances, 
this case cannot be shifted over into an action by a corpo- 
ration against one of its former officers and directors for 
breach of duty as an officer and director simply to invoke 
a part of the Michigan Corporation Code never actually 
referred to in the trial of the case. As a matter of fact, 
this action to determine the title and ownership of patents 
would lie even though Defendant-Fisher had been only 
general manager and a trusted employee of Plaintiff Corpo- 
ration under the Michigan law. (See A & C Engineering 
Co. v. Atherholt, 355 Mich. 677, 95 N.W. 2d 871.) 
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The fact that Defendant-Appellant was also a director 
and officer in Appellee Corporation is only one of the many 
important clements in Appellee’s cause of action. We 
repeat, the instant case is not an action in tort against a 
director or officer of a corporation, but rather an action 
in equity to determine the ownership of patents and patent 
applications. 


The Statute of Limitations Begins to Run When the Cause 
of Action Accrues 


Tn discussing this problem of limitations, it is important 
to keep well in mind that both the Michigan Statute of 
Limitations pleaded by Defendant-Appellant, that is, 
Michigan Statutes Annotated Section 27.605, 1959 Cumu- 
lative Supplement, Limitation of Personal Actions, and the 
Distriet of Columbia Statute, namely, Chapter 2, Section 
201, D.C. Code Annotated, set forth that the Statute does 
not begin to run until the cause of action has accrued. 


The Patents Involved 


To simplify the problem of determining when Plaintiff- 
Appellee first aequired a right to maintain an action to 
establish ownership of the patents involved in this suit, we 
list them in chronological order. (J.A. 105a) 


Patent +2,744.424, filed January 10, 1952, issued May 
8, 1956; 

Patent +2.737,425, filed March 27, 1953, issued March 
6, 1956; 

Patent 2.766.083, filed March 27, 1953, issued October 
9, 1956: 

Patent £2,766,084, filed July 29, 1953, issued October 
9, 1956: 

Patent #2,852,322, filed July 29, 1953, issued Septem- 
ber 11, 1958. 


This chronology of the applications and actual patents 
demonstrates that Plaintiff-Appellee had sustained no 
damage and no cause of action had acerued on April 1, 
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1949, as contended in Defendant’s Amended Answer filed 
December 28, 1959. (J.A. 89a) 


The gencral rule as to when a Statute begins to run is 
stated in Volume 5, Nichols Cyclopedia of Civil Procedure, 
Sec. 15.523: 

“The general rule is that time begins to run under a 
statute of limitations only after the right to prosecute 


the action to a successful conclusion has completely 
accrued.”’ 


It is, therefore, clear that no right could arise and no 
damage be sustained on the part of Plaintiff- Appellee at 
least until the respective applications were filed. Thus tak- 
ing the most favorable view to the Defendant, the earliest 
cause of action on patent #2,744,424, the first application 
filed, could not arise until January 10, 1952, and would not 
have been barred until January 10, 1958. However, the 
Michigan Statute pleaded by Defendant contains Section 
17, which tolls the Statute while the Defendant is outside 
the State of Michigan. 


Defendant-Appellant’s testimony in this case establishes 
the fact that he left Michigan and went to his ranch in 
Canada on March 8, 1957, (TR. 334) where he has re- 
mained since that time. Unquestionably, Mr. Fisher’s 
absence from Michigan tolled the Michigan Statute of 
Limitations pleaded. 


Fraudulent Concealment Tolls Both the Michigan and D.C. 
Statutes of Limitation 
Whether or not there has been fraudulent concealment 
is a question of fact for the Trial Court. 


Both in his initial Findings of Fact (J.A. 228a) and in 
his Amended Findings of Fact (J.A. 233a) the experienced 
Trial Judge, who heard this case, found specifically that 
Defendant-Appellant Fisher refused and failed to give any 
information to Plaintiff’s other officers and directors with 
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respect to the existence and status of patent applications. 
The Trial Court found further in his amended Findings 
that the Defendant pursued a course designed to and 
which did, in fact, conceal such information from the other 
officers and directors. He found further that efforts by 
the other officers and directors to obtain such information 
were consistently frustrated by the Defendant; and it was 
not until March, 1957, when the Defendant-Appellant left 
Michigan for Canada, that the other officers and directors 
were able to determine the status and facts with respect 
to the patents. 


The case of Johnson v. Taylor, et al, 73 Fed, Supp, 537, 
decided in the United States District Court of the District 
of Columbia in the year 1957, sets forth the rationale of 
the D. C. Statute with respect to fraudulent conecalment 
and further holds that when the fraud was discovered or 
should have been discovered is a question of fact for the 
Court. At page 539 of this case, Judge Holtzoff wrote: 


“In conclusion, the period of limitations in an action 
against the surety is to be measured from the time 
the statute began to run against the principal. It did 
not commence to run against the principal until his 
fraud was discovered or should reasonably have been 
discovered, by the Plaintiff. The ascertainment of this 
date involves the determination of a question of fact. 
Consequently, there exists in this case a material issue 
of fact and for this reason, the motion for summary 
judgment is denied.”’ 


When Did the Cause of Action Actually Accrue? 


The most favorable view to Defendant-Appellant under 
cither the Michigan or D. C, Statutes of Limitations as to 
the time when the cause of action in this ease accrued 
would be at the time the various patent applications were 
filed. This view, however, would pre-suppose absence of 
fraud or concealment on the part of the Defendant- 
Appellant. 
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A much more realistie approach is that Plaintiff- 
Appellee’s cause of action did not accrue until the patents 
were actually issued at various times in the years 1956 and 
1958. Not until then did Plaintiff suffer any actual damage 
by reason of Defendant’s act, because it was within the 
power of Defendant-Appellant to assign them to the corpo- 
ration at any time had he chosen to do so. At least, it was 
possible for Appellant Fisher to assign the various patent 
applications any time up to the date of payment of the 
final fees therein, following which the patents issue in about 
six weeks’ to three months’ time. To put it another way, 
it was not the filing of the applications, but the failure to 
execute assignments of them, which resulted in the accrual 
of a cause of action in Appellee Corporation. Thus, under 
cither the 6-year Michigan Statute or the 3-year District 
of Columbia Statute, and without the additional considera- 
tions of fraudulent concealment and absence from the state, 
this action was timely brought on April 21, 1958. 


Res Judicata 


In conclusion, we suggest that this defense of the Statute 
of Limitations was a part of the case at the time of the 
first appeal and could have been urged by Defendant 
Fisher directly or by cross-appeal, so that it should be 
considered res judicata as far as this case is concerned. 
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QUESTION Iv 

WHETHER THE DISTRICT COURT ERRED AS A 
MATTER OF LAW IN HOLDING THAT DEFENDANT- 
APPELLANT FISHER, BY REASON OF HIS STATUS 
AS PRINCIPAL SHAREHOLDER, OFFICER, DIREC- 
TOR, AND GENERAL MANAGER IN SOLE CHARGE 
OF EXPERIMENTATION, RESEARCH, DEVELOP- 
MENT, MANUFACTURE, AND SALES, WAS IN A 
FIDUCTARY RELATIONSHIP WITH PLATNTIFF- 
APPELLEE CORPORATION AT THE TIME THE IN- 
VENTIONS CLAIMED AND THE PATENTS WERE 
DEVELOPED; THAT DEFENDANT FISHER 
BREACHED HIS FIDUCIARY RELATIONSHIP BY 
FILING THE APPLICATIONS FOR THE PATENTS 
IN QUESTION IN HIS OWN NAME AND CAUSING 
THEM TO BE ISSUED TO HIM PERSONALLY, 
THEREBY CREATING TN PLAINTIFF CORPORA- 
TION THE EQUITABLE RIGHT TO SATD PATENTS 
AND PATENT APPLICATION, 


The answer should be ‘‘No’’. 


Defendant-Appellant’s Brief from page 21 on consists of 
a rationalization of the proofs presented during trial of the 
case before an experienced Trial Judge in an attempt to 
demonstrate that the Trial Court erred in his Findings of 
Fact and Conclusions of Law. 


The entire transcript in this ease consists of 529 pages 
of testimony presented over a period of 4 days, which gave 
the Trial Court ample opportunity to formulate his opinion 
with respect to the eredibility and weight of the evidence 
presented. 


Under Federal Rule 52 (a), findings of fact may not be 
set aside unless clearly erroneous. United States v. 
United States Gypsum Co., 1948, 68 S Ct 525, 542; 333 
US 364, 395; 92 Law Edition 746. 
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This rule is discussed in Federal Practice and Procedure, 
Rules Edition, Barron and Holtzoff, Volume 2(b), Section 
11.33, beginning at Page 525: 


“Findings of fact are not ‘clearly erroneous’ unless 
unsupported by substantial evidence or clearly against 
the weight of the evidence or induced by an erroneous 
view of the law. The mere fact that on the same evi- 
dence the appellate court might have reached a differ- 
ent result does not justify it in setting the findings 
aside.”’ 


The statement is accompanied by a great number of 
Federal citations, which we feel it is unnecessary to repeat. 


At Page 527 of the same work, it is pointed out that the 
rule that findings of fact of the Trial Court may be not 
set aside unless clearly erroneous has been applied in all 
types of cases including those asking for declaratory relief 
and cases involving patents and contracts. 


We point out that at page 21 of his Brief, Defendant- 
Appellant coneedes as he did in his pleadings that he was 
in a fiduciary relationship with Appellee Corporation. 
The rationale of the factual evidence which follows, prem- 
ised upon sub-headings such as ‘‘principal stockholder’’, 
‘‘Appellant not in sole charge’’, ‘‘other persons with 
experience’’, ‘‘not paid salary at all times’’, whether or 
not appellant refused to give information to other officers 
and directors, all consists of argument premised upon 
portions of the total record carefully selected by Defendant- 
Appellant. Most of the evidence discussed refers to testi- 
mony of the Defendant Fisher. It is axiomatic that the 
weight of this evidence and the credibility of this witness, 
as well as the weight of the other evidence in the case 
and the eredibility of the other witnesses, were within the 
peculiar province of the Trial Judge when he made his 
findings of Fact and Conclusions of Law. 
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Was the Invention Involved in These Patents Developed by 
Defendant-Appellant Before Organization of Appellee 
Corporation? 

Beginning at Page 29 of his Brief, the Defendant- 

Appellant urges that his so-called revolutionary-type bush- 

ing was invented before April 1, 1949. 


Professor Ferdinand N. Menefee, a consulting engineer 
and Professor of Civil Engineering at the University of 
Michigan for 46 years, (TR. 131) testified on behalf of 
Plaintiff, without contradition in any way by Defendant, 
that the Fisher patents applied for and issued after April 
1, 1949, had a common feature consisting of a helical coil 
insert or liner, insertable and removable by reason of its 
twistability, which makes it possible to change the diameter 
of the liner, (TR. 148, 149) Professor Menefee also 
testified that this feature of removability distinguished the 
patents in question from the applications referred to in 
Defendant's patent contract of April 5, 1949, where the 
wire coil was immovable. (TR, 150) 


Appellee Corporation therefore contends that inasmuch 
as its machines, men, and money were used by the Defend- 
ant in conceiving the idea of removability of the liner, 
(TR. 175-178, Plaintiff’s Exhibit 38) as well as in reducing 
the idea to practice, these factors combined with the fact 
that Defendant was a trusted employee, officer, and major 
stockholder, are sufficient basis for vesting title of the 
patents in the company for the equal benefit of all the 
sharcholders in this venture, rather than the sole benefit of 
one sharcholder, to-wit: Mr. Fisher. In considering this 
aspect of the case, it is important to keep in mind that 
Defendant-Appellant Fisher had his own definition of 
invention. (J.A. 206a) 

To him, invention is a purely subjective thing, involving 
merely the conception of an idea, ‘‘of what or how you 
are going to accomplish a certain device’. (J.A. 206a) 
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The Law of This Case 


This ease is controlled by L. A. Young Spring & Wire 
Corp. v. Falls, 307 Michigan 69, 11 N.W. 2d 329, which was 
decided October 1, 1943. 


In this Young Case, the corporation filed a Bill against 
four principal executive officers, one of whom was vice- 
president and general manager. All of these executives re- 
ecived salaries while so employed. The four exceutives 
had one Burch obtain a patent on a spring, license it to 
General Motors Corporation under this patent, and then 
the Defendant, along with Burch, divided the royalties re- 
ecived on the patent from General Motors among them- 
selves. 


Tn the Bill of Complaint, Plaintiff Corporation alleged 
that it was the duty of the Defendant executives, as trusted 
officers and employees, to disclose and make known to 
Plaintiff all designs, improvements, and inventions per- 


taining to its spring manufacturing business and not to 
convert them to their own use. Ina very lengthy opinion, 
the Michigan Supreme Court said at page 94 of the Michi- 
gan Report: 


“We are satisfied that the first Burch patent was 
obtained through the breach of trust and wrong-doing 
of the defendant executives. Accordingly, we hold 
that such patent rightfully belonged to and was the 
property of plaintiff corporation. * * *”’ 


At page 98, the Court added this: 


“The Burch inventions covered improved spring con- 
structions which were in the line of plaintiff’s spring 
manufacturing business. Commonly-reecognized prin- 
ciples of honesty, loyalty, and integrity required the 
defendant executives to disclose their information re- 
garding the Burch inventions to their employer.’’ 


In the Young Case, the Michigan Supreme Court cited 
other Michigan cases to the same effect and also cited with 
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approval the case of Pratt v. Shell Petroleum Corp., 100 
Fed. 2d 833, where a trust was imposed upon royalty inter- 
ests and leases aequired by the Defendant, a geologist em- 
ployed by the Plaintiff Corporation. The Federal Court 
summarized the rule thus: 


- “Tt must be held upon plain principles of reason and 
sound public policy that an agent cecupying a place 
of trust and confidence is not permitted to put him- 
self in a position in which his personal interests may 
come in conflict with his duties to his principal. He 
cannot assume a position which may afford the temp- 
tation to subordinate the interests of his principal to 
those of himself in the discharge of his duty.’’ 


See also the Michigan case of Nahikian v. Mattingly, 265 
Michigan 128, 251 N. W. 421, which involves a similar fact 
situation concerning an executive and manager of a corpo- 
ration taking out a patent in his own name with respect 
to the principal business of the company on a device con- 
nected with the principal business of the company. The 
Michigan Supreme Court held in this case, as well, that 
the patents belong to the company and were merely held 
by the Defendant as trustee for the company. 


The proposition of law which Appellee asserts in this 
case is not unique to Michigan, but, as already suggested, 
is generally accepted by Courts throughout the land. An 
Illinois case, decided in 1918, Dowse v. Federal Rubber Co., 
et al, 254 Fed, 308, is a leading ease in point. Here the 
suit involved the validity and ownership of a patent 
issued to Plaintiff Dowse upon a method of reinforcing 
automobile tires. The patent was applied for in Dowse’s 
name, while he was employed by Federal Rubber Company, 
but issued to him after he left it. In entering a Decree 
establishing the Federal Rubber Company as equitable 
owner of the patent, the District Judge said at Page 309: 


“‘The all important question is Dowse’s relation to 
the tire manufacturing business. If he was only a 
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hired man, taking orders as to his work from another 
officer or employee, the invention belonged to him, 
leaving only an implied license or shop right to the 
corporation, and this right was only personal to it, 
incapable of being assigned. * * * 


“Tt thus becomes necessary to cxamine Dowse’s rela- 
tion to the corporation. He did not expressly contract 
as a part of his duties to design new tires; but if he 
did so agree in substance, and was more than a mere 
employee, having the main responsibility to make a 
business successful, then he should be compelled to 
assign the patent. * * * 


“So the real test is whether Dowse oceupied such a 
relation to the corporation that he was its alter ego, 
in such capacity that it is only consistent with good 
faith that he should recognize its ownership of the 
patent issued to him.” 


There can be no question that Defendant-Appellant 
Fisher, as an officer, general manager, and principal stock- 
holder, was, in fact, the alter ego of Plaintiff-Appellee 
Corporation. 


As a matter of fact, the record shows that at his sug- 
gestion, a separate corporation, namely, Revere-Fisher 
Engineering Company, was organized as a sales company 
for Appellee Corporation, so that its products could be 
sold under the Fisher name. (J.A. la) 


The ease law referred to at page 35 of Appellant’s 
Bricf is distinguished from the case at bar because the 
authorities cited refer to a simple employer-employee rela- 
tionship. In such eases, we agree that a distinction must 
be made on the basis of whether the employee is, in fact, 
hired to exercise his inventive genius, either upon the 
basis of an express contract or one which may fairly be 
implied from the facts and circumstances of the ease. The 
ease of Detroit Testing Laboratory v. Robinson, 221 Michi- 
gan 442, 191 N. W. 988, referred to by Appellant at page 
35, is distinguished by the fact that the invention in ques- 
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tion did not concern the general business of the Plaintiff 
Corporation. Further, in this case, the patent was pro- 
cured before the Defendant Robinson actually became a 
stockholder, director, anager, and vice-president of the 
company. 


The most recent decision of the Michigan Supreme 
Court in this field of title to patents is 335 Michigan 677, 
95 N.W, 2d 871, A & C Engineering Co. v. Atherholt. de- 
cided in 1959, While this case involved a simple employer- 
employee relationship, it is important because it holds that 
so far as the Michigan Supreme Court is concerned, even 
in this relationship, the necessary agreement on the part of 
an employee to assign patents taken out during the course 
of his employment may be implied and does not neces- 
sarily have to be an express agreement. 


There is support for the rationale of the Michigan Su- 
preme Court in this matter of a simple employer-employee 
relationship from other jurisdictions. 


Dowse v. Federal Rubber Co., et al. has been accepted 
not only in Michigan, but throughout the United States as 
a correct statement of the law, even in situations involving 
such a bare employer-employee relationship, if the par- 
ticular employee oceupies a peculiar relationship of trust 
and confidence to the employer. Typical of this sort of 
decision is Transparent Ruler Co., et al. v. C-Thru Ruler 
Co., et al, 54 US. Patents Quarterly, 345, a Connecticut 
ease decided in 1942. This case involved a suit against a 
former employee to obtain assignment of a patent taken 
out by her although admittedly the invention was not her 
idea but came from a customer of the firm. In affirming 
the decision of the lower Court for assignment of this 
patent to the employer, the Court made this statement of 
the rule at Page 346: 

“The rule seems to be settled that if an employee takes 
out a patent on an invention he has made, the employer 
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cannot claim it, in the absence of a contract provision, 
unless the work the employee did was within the line 
of his duties, or perhaps on the time and at the expense 
of the employer, or unless he occupied some peculiar 
relationship of trust and confidence to the employer.”’ 


See notes at 16 ALR 1177, 52 ALR 1039, 44 ALR 595, 85 
ALR 1512. 


Legal Analysis of the Patent Contract Attached to Appellee’s 
Complaint as Exhibit “A” and Introduced in Evidence as 
Plaintiff’s Exhibit One 

It is admitted in the pleadings and established by the 
proofs that Defendant-Appellant Fisher prepared what he 
refers to as an employment royalty agreement (Exhibit 

‘A’? Plaintiff’s Exhibit 1) after he had become a principal 

stockholder, secretary-treasurer, general manager, and, to 

use the language of the Dowse Case, the alter ego of 

Appellee, North Branch Products, Inc. This patent con- 

tract is clear and unambiguous on its face, referring to 


three specific patent applications made by Defendant- 
Appellant before he became associated with Appellee 
Corporation. 


Nowhere in his voluminous pleadings has Defendant 
asserted a contemporancous oral contract or a subsequent 
oral contract between the parties to this suit, concerning 
the subject matter of these patents. In this fact situation, 
Defendant-Appellant Fisher cannot be permitted to add to, 
contradict, or vary his own agreement by any self-serving 
oral testimony. 


The so-called Parol Evidence Rule is not merely a rule 
of evidence but a rule of substance of law. Thus, as a 
matter of substantive law, it is generally accepted through- 
out the United States that when parties have deliberately 
put their engagement into writing in such terms as import 
a legal obligation without any uncertainty as to the object 
or extent of such engagement, it is conclusively presumed 
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that the whole agreement of the parties and the extent and 
manner of their undertaking are contained in this writing. 
Under these cireumstances, all oral testimony of previous 
conversations between the parties or conversations or 
declarations at the time when it was completed is rejected 
since such evidence would tend, in many instances, to sub- 
stitute a new and different contract for the one agreed 
upon. 


This general proposition of substantive law has always 
been accepted by the Michigan Courts. In Callaghan’s 
Michigan Pleading & Practice, Volume 4, Section 36.361, 
this general statement, amply supported by voluminous 
citations, may be found: 


“Generally, where a writing is complete in itself, or 
where it appears or purports to be so, parol evidence 
is inadmissible to add to, contradict, or vary it, or to 
show that it does not embody all of the agreement of 
the parties.”’ 


Volume 11, Michigan Law and Practice Encyclopedia, 
under the heading Parol or Extrinsic Evidence Affecting 
Writings, sums up the Michigan approach to this problem 
in Section 209, at Page 402, as follows: 


‘““Where parties enter into a written agreement, their 
rights must be controlled thereby, and, in the absenee 
of fraud or mistake, evidence of contemporaneous oral 
agreements on the same subject matter, varying, modi- 
fying, or contradicting the written agreement, is in- 
admissible. Shabluk ve Highland Park State Bank 
(1926), 235 Michigan 648, 209 N.W. 819, Stated in 
another way, it has often been held that where an 
agreement is reduced to writing and there is no un- 
certainty concerning the extent of the obligations as- 
sumed by each party, all parol agreements or under- 
standings are merged in it, and extrinsie evidence is 
not admissible to explain its meaning or determine the 
construction to be placed upon the writing.’’ 
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Citing Brachman v. Wheelock, Inc., (1956) 343 Michigan 
230, 72 N.W. 2d 246; Schwaderer v. Huron-Clinton Metro- 
politan Authority (1951) 329 Michigan 258; 45 N. W. 2d 
279; and many other Michigan cases, 


There is always a temptation in a case like this for one 
or the other of the parties to try to construe the contract 
and in the process of construction to write an entirely new 
agreement. This is exactly what the Defendant is attempt- 
ing to do in this case by urging that after all, the patents 
applied for and issued after April 1, 1949, are within the 
general subject matter contemplated by the contract which 
Defendant-Appellant drew. 


This matter of construction of contracts is considered in 
12 Am. Jur. Contracts, Section 228. Tn this section, the 
authors say: 


“Interpretation of an agreement does not include its 
modification or the creation of a new or different one. 
The court is not at liberty to revise an agreement 
while professing to construe it. Nor does it have a 
right to make a contract for the parties—that is, a 
contract different from that actually entered into by 
them. Neither abstract justice nor the rule of liberal 
construction justifies the creation of a contract for the 
parties which they did not make themselves or the 
imposition upon one party to a contract of an obliga- 
tion not assumed. * * * 


“There is no right to interpret the agreement as mean- 
ing something different from what the parties intended 
as expressed by the language they sought fit to em- 
ploy. The court is not at liberty, cither to disregard 
words used by the parties, descriptive of the subject 
matter, or of any material incident, or to insert words 
which the parties have not made use of. * * ° 


“The court can properly interpret a contract only as 
the parties made it, and cannot substitute words used 
by them. Neither a court of law nor a court of equity 
can interpolate in a contract what the contract docs 
not contain.’’ 
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The justice of this statement of the law with reference 
to the faets and circumstances in this ease is particularly 
clear because Defendant-Appellant Fisher actually drafted 
the patent contract. If there is any conceivable doubt as 
to the meaning of the language he used, it must be inter- 
preted against him. See 12 Am. Jur., Contracts, Section 
252, where the authors say in part: 


“A written agreement should in ease of doubt be inter- 
preted against the party who has drawn it. Some- 
times the rule is stated that where doubt exists as to 
the interpretation of an instrument prepared by one 
party thereto, upon the faith of which the other has 
incurred an obligation, that interpretation will be 
adopted which is favorable to the latter.’? 


This general statement of the law is supported by many 
citations from the Federal Courts as well as Courts 
throughout the United States. 


CONCLUSION 


The fiduciary or trust position of Defendant-Appellant 
Fisher, as disclosed by the proofs in this case, is partieu- 
larly graphic and amply supports the findings of fact and 
conclusions of law on the part of the Trial Judge. In 
addition, the record discloses convincing evidence that the 
inventions claimed in the patents issued to Defendant- 
Appellant after April 1, 1949, conecived and developed 
by Appellant Fisher by using Machines, materials, men, 
and money of Plaintiff Appellee Corporation. Further- 
more, the patents in question relate to the sole product of 
the business of Plaintiff Appellee Corporation which was 
developed only after Appellant Fisher had induced Dr. 
Swanson and others to enter the venture by mistakenly if 
not falsely representing to them that he had a new and 
revolutionary type bushing ready for the market. 
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Therefore, we pray that the judgment of the District 
Court be affirmed with costs to Plaintiff-Appellee. 


Respectfully submitted, 


J. Harold Kileoyne 
Attorney for Appellee 
961 National Press Building 
Washington 4, D. C. 


Of Counsel: 


Apert A. SMITH 
3434 Davenport Street 
Saginaw, Michigan 
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Appellant, W. Reuen Fisher, wishes to reply to the major 
arguments set up in the Brief of Appellee, North Branch 
Products, Ine. For convenient reference, appellant will fol- 
low the order of presentation in the Counter-Statement of 
the Case and the Questions set forth in Appellee’s Brief, 
page iii. 


APPELLEE’S COUNTER-STATEMENT 
OF THE CASE 


On page 1, lines 20-22 of its Brief, Appellee states that 
“For the period between April 1, 1949, and February 17, 
1957, Appellant Fisher was a principal stockholder, direc- 
tor, sccretary-treasurer, and general manager of the com- 
pany.” This statement is simply not true, and, it is not 
in accordance with Finding of Fact #S as found by the 
District Court, The District Court found in Fact 8 that “At 
various times until termination of his office as General 
Manager on February 17, 1957, he held the title of Seere- 
tary-Treasurer and General Manager.” (J.A. 232a) The 
offices held by appellant and the periods involved are set 
forth in appellant’s Bricf on page 6, first paragraph. 


On page 1, lines 22 and 23, it is interesting to note that 
appellee has finally admitted that appellant was not in 
“sole charge” of the appellee company and all its activities 
as it has heretofore contended and as erroncously found 
by the District Court in Finding of Fact #8. This ad- 
mission is made in appellee’s words “During this time, he 
was substantially in complete * * *” Appellee has thus ad- 
mitted that it was wong in its prior “sole charge” conten- 
tion by means of which it mislead the District Court into 
making the error in Finding of Fact #3. 


On page 2, line 21, the Appellee attempts to make some 
inventive distinction between the words “removable” and 
“replaceable” as applied to the coil liner of the invention 
involved in all of the patents in issue in this suit, and as 
applied to the showing of the several patent applications 
filed by the appellant after April 5, 1949, and the bushing 
which appellant had made before April 1, 1949 at Holly, 
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Michigan, Exhibit (Def) 21. It should be pointed out that 
the invention was not in merely providing a removable 
coil liner, but the invention was the provision of a coil liner 
made from wear resisting metal which could be inserted in 
a retainer made of soft metal so that the expense of com- 
pleting a guide bushing could be thus reduced considerably. 
Whether the coil liner was removable or not removable 
after the invention is immaterial, This point is clearly 
brought out in column 2, lines 61 through 70, and column 
4, lines 1 through 27, of Patent No. 2,744,424. The claims 
of Patent No. 2,744,424 are set forth herein below. 


Patent No. 2,744,424 
Claim I 


1. In a drill guide bushing of the class described 
adapted for use with a rigid retainer having a 
smooth bore formed therethrough of uniform 
diameter from end to end and through which 
a rotating body is adapted to be projected a 
tubular liner for said bore comprising 
a spirally wound body of flexible, resilient, 
wear-resisting metal of uniform thickness 
from end to end, 


said body being spirally wound to an outside 
diameter uniform throughout its length and 
slightly larger than the bore through said re- 
tainer; 


the outside diameter of said spirally wound 
body being reducible, in response to force, to 
snugly engage in the bore of said retainer, 
said windings of said liner, when said liner is 
positioned in said bore, engaging at opposed 
edges to form a smooth bore through said 
liner, 
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6. the coils of said liner, upon release of the re- 
ducing force, moving toward the original out- 
side diameter for frictionally engaging at the 
periphery the surface of said bore for retain- 
ing said liner in fixed relation to said retainer. 


Claim 2 

The structure defined in claim 1 in which the 
windings of the liner are in a direction opposite to 
the direction of rotation of the rotating tool pro- 
jected therethrough. 


Claim 3 

The structure defined in claim 2 in which there is 
a imeans on the spirally wound body inter-engaging 
with the retainer for additionally maintaining said 
spirally wound body and said retainer in fixed rela- 
tive position. 


Tt will be seen from an inspection of the claims 1 and 2 
as set forth above from Patent No. 2,744,424, that the basi¢ 
invention docs not call for any factor of removability or 
replaceability. The invention lies in the provision of the 
coiled liner which is made from wear resisting material 
which can be used in a retainer made of a soft, cheaper ma- 
terial whereby a drill bushing could be made from materials 
having an overall low cost factor as compared to the prior 
art drill bushings which were made entirely from more ex- 
pensive tool stecl. Another feature of the invention is 
pointed out in column 3, lines 20 through 28 of the last men- 
tioned patent, That is, that a dealer in drill bushings would 
not have to maintain a large supply of various size drill 
bushings on hand because he merely would have to main- 
tain a small supply of retainers or bodies having a prede- 
termined bore which would receive many different size coil 
liners which would all have the same outer diameter, but 
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which would have varying inner diameters to receive vari- 
ous size drills and reamers. 


The liner which appellant had made in Holly, Michigan, 
Def’s Exhibit 21, would infringe the above listed claims 1 
and 2 of Patent No. 2,744,424 and obviously the invention 
was thus made by appellant before April 1, 1949. As main- 
tained by appellant during trial and as sect forth in his 
Brief, the only development carried on after the appellee 
corporation was formed on April 1, 1949 was to develop a 
way for making liner bushings incorporating the invention 
conceived and reduced to practice before April 1, 1949 as 
evidenced by Def’s Exhibits 20 and 21. 


The appellee's statements on page 3 and on the top part 
of page + regarding the common feature running through- 
out all of the patents in issue and in the first two filed ap- 
plications of appellant, which were filed after April 1, 1949, 


are all directed towards confusing the issue as to just what 
the invention comprised. Appellee appears to be trying to 
restrict the basic invention to the use of a flat cross see- 
tional type coil, and obviously the invention did not lie 
in the provision of a coiled liner having a square cross sec- 
tion, or a round cross-section, or a triangular cross-section, 
or any other cross-section, The invention comprised the 
provision of the spirally wound tubular liner made from 
wear resisting material of uniform thickness from end to 
end, regardless of the cross-section, for use in a cheap 
retainer or body and without any factor of replaceability 
or removability. The invention is clearly and distinctly de- 
fined in the aforecited claim 1 of patent No. 2,744,424. 


The first application which was filed by appellant follow- 
ing the agreement of April 1, 1949, namely Def's Exhibit 
12, was ordered on November 7, 1949, and as stated by 
appellee on page 2 it was finally rejected by the Patent 
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Office. However, the appellant could have continued to 
prosecute this application if he had so desired by means of 
an appeal to the Board of Appeals. This first application 
was abandoned in favor of the application which became 
Patent No. 2,744,424, because both applications covered 
the same invention and both applications disclosed a re- 
placeable coiled liner with the coil being made out of flat 
stock, Claims 1 and 2 of Patent No. 2,744,424 covered the 
structure disclosed in said application, and obviously ap- 
pellant could not obtain two patents on the same basi¢ in- 
vention and he had to make an election as to which applica- 
tion to prosecute to allowance, and to a patent. Accord- 
ingly, the fact that the first application, Def’s Exhibit 12, 
was finally rejected and abandoned by appellant has no 
bearing on the issues involved in this case. 


On page 4, lines 16 through 18, the appellee contends that 
Dr. Swanson did not know about the filing of the various 
patent applications after April 1, 1949 and then cites the 
testimony of Dr. Swanson and Mr. Roe concerning this 
point. However, it should be pointed out that this point 
is in dispute since Mr. Fisher testified that Dr. Swanson 
was informed of the filing of these patent applications and 
did, in fact, ask at one time if he couldn’t sign one of them 
and have his name put on it. (J.A. 180-181) It should be 
pointed out that this testimony of Mr. Fisher was given 
during the trial after Dr. Swanson had testified and it is 
interesting to note that the apellee did not put Dr. Swanson 
on the stand to rebut the statement of Mr. Fisher that Dr. 
Swanson had asked to have his name put on the applica- 
tions. Accordingly, it is contended by appellant that since 
Dr. Swanson did not take the stand to refute the statement 
that he wanted his name put on the applications, that such 
statement must be true or else he would have taken the 
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stand and specifically denied that he had asked to have his 
name put on the applications. 


On page 4, lines 20 through 25, the appellee says that 
“Likewise, the statement that appellant Fisher at a Board 
of Director’s meeting held on December 8, 1954, told the 
Board they could inspect the patent applications at the 
office of his patent attorney, Mr. Donnelly, is disputed.” 
After this statement the appellee then quoted three pages 
from the Joint Appendix which listed the testimony of the 
witness Sinith who was the attorney that Fisher had hired 
to help settle his difficulties with the Board of Directors in 
December of 1954. It should be pointed out that Mr. Smith's 
testimony cannot dispute Fisher's testimony (JA. 180a) 
that he told the Board that they could inspect the patent 
applications at the office of his patent attorney at the meet- 
ing of December 8, 1954 because Mr. Smith was retained by 
Fisher after December 8, 1954 and first represented Fisher 
at the board meeting of December 20, 1954. Mr. Smith's 
testimony on this point is thus mere self-serving testimony 
since he was and is the guiding force behind the appellee's 
efforts to take Mr. Fisher's patents away from him without 
compensation therefor. 


On page 4, in the last two lines, the appellee states that 
Fisher had hired an attorney to prevent giving any infor- 
mation to the Directors, and again cites the testimony of 
the obviously biased witness Mr. Smith. Although Mr. 
Smith was called by the appellant, it is understandable that 
his testimony would be slanted to favor the appellee since 
it was the witness Smith that conceived the plan for initiat- 
ing this action to take Mr, Fisher's patents away from him. 
(J.A. 146 through 148a) 


On page 5, lines 13 through 22, the appellee makes the 
statement that royalties were only paid to appellant on the 
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assumption that the bushings being manufactured were 
covered by specifie patent applications referred to in Pl’s 
Exhibit 1, the patent agreement, and that the royalty pay- 
ments were suspended when it was discovered that the pat- 
ent agreement did not cover the bushings being manufac- 
tured. The statement made in lines 13 through 22 just re- 
ferred is erroncous because the President of the appellee 
company, Dr. Swanson, knew of the filing of the additional 
applications to cover the bushings being manufactured, and 
this point is well covered in the appellant’s Brief on pages 
24 through 27. 


The statement in the last two lines of page 5 and the first 
two lines of page 6 concerning the lack of knowledge of Dr. 


Swanson regarding patent numbers from the sales cata- 
logues conflicts with Dr. Swanson’s testimony that he saw 
the words “Patent Pending” and “Patent’ ’in the sales 
catalogues in 1955-56. (J.A. 1182) 


ARGUMENT 


QUESTION No. I (a) 


Whether the District Court acquired local equity juris- 
diction under Section 306, Title 11, D.C. Code, 1951, 
over both the subject matter of this action for title to 
patents and patent applications and the person of the 
Defendant-Appellant, who filed an Answer and a Coun- 
ter-Claim for royalties and infringement, without first 
moving either to quash the service or to dismiss the 
cause by separate motion or by motion joined with his 
Answer. 


On page 18, in the last three lines, and on page 19 in the 
first two lines, the appellee contends that Section 308, Title 
11 of the D.C. Code has nothing to do with jurisdiction over 
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the subject matter and then states that process in this ease 
was by publication under Section 108 of the D.C. Code. It 
should he pointed out, however, that when this suit was 
started by appellee, the District Court issued process by 
publication under Section 10S because it thought it had the 
power to grant such service by publication because the ap- 


pellee had pleaded in his complaint that the Court had 
jurisdiction not under Seetion 306 of the D.C. Code, but 
under the Patent Laws, specifically 28 U.S.C, 133S(a) and 
30 U.S.C, 293, (JA. 4,5) Appellant contends that if ap- 
pellee had pleaded that the Court had juridsiction under 
Section 306 in its Bill of Complaint, that the Court would 
not have issued any process by publication under Section 
108 of Title 13 of the District of Columbia Code since such 
original process could not be issued because the suit could 
not have been started as clearly stated by Section 308, Title 
11 of the D.C. Code. Appellant contends that Section 30S 
ix a clear limitation on the jurisdiction of the District Court 
under Scetion 306, 


Appellant Has Confused the Legal Concepts of Jurisdiction, 
Venue, and Process 


In the appellee's arguments under this title on pages 19 
through 22, the appellee tries to make much of the fact that 
no motion was made to jurisdiction over the subject mat- 
ter and person before filing answer or by incorporating the 
same in the answer itself. Appellee also makes the conelu- 
sion that appellant has fallen into the common error of 
confusing jurisdiction, venue and process. Appellant con- 
tends that he has not fallen into such alleged error. 

The appellee did not allege in its complaint that the Dis- 
trict Court had jurisdiction of this case under Section 306 
of the D.C. Code, but it alleged that the Court had juris- 
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diction under the Patent Statutes. The District Court at 
the time the complaint was filed also thought that it had 
jurisdiction under the Patent Laws and issued process by 
publication under Section 108 of Title 13 of the D.C. Code. 
The appellee alleged that the Court had jurisdiction of this 
ease under Section 293, 35 U.S.C. which was in addition to 
the Patent Laws made by the 1952 Patent Act. 


There were no previously reported cases under this See- 


tion 293 wherein one of the parties had sought title to pat- 
ents under the jurisdiction of this section. Accordingly 
when the instant case was started, the appellant was of the 
opinion that the court had jurisdiction of the case under 
this section, and so was the appellee and the District Court 
or else the appellee would not have started the case and the 
Court would not have let the appellee start the case, There- 
fore, the appellant filed an answer and what he concluded 
to be a compulsory counterclaim under Fed. Rule Civil Pro- 
eedure (13(2). 


Shortly before the pre-trial hearing in this case in the 
District Court, and during the review of the case for the 
pre-trial hearing, the thought arose that maybe this new 
Section 293 did not give the District Court jurisdiction of 
this case. Only the Creator knows why this thought did not 
strike the appellant sooner so that he could have challenged 
Section 293 before answering and counter-claiming (or for 
that matter why the same thought did not strike appellee 
before it brought this case or the Court before it let the 
appellee proceed with the service by publication and so 
forth). Therefore, at the pre-trial of this case appellant 
made an oral motion to the District Court that the Court 
did not have jurisdiction of the subject matter under the 
Patent Laws, and in particular under Section 293. 
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It was always appellant's contention, and it still is, that 
the appellant's counter-claim was a compulsory counter- 
claim and that it did not waive any personal jurisdiction 
when filed in answer to a Bill of Complaint that alleged 
jurisdiction on the Patent Laws. The District Court held 
that the counter-ciaim was a permissive counter-claim, and 
this is one of the points which appellant has raised in its 
question No, le and which must be determined by this 
Court. It is well settled that a filing of a compulsory coun- 
ter-claim under the Federal Rules of Civil Procedure 13a 
does not waive personal jurisdiction. 


As the Court stated in Baltimore & O. R. Co. et al., D.C. 
B.D. Miss. (1948), 80 F. Supp. 570, “If the counterclaim is 
compulsory there was no waiver.” As set forth in the last 
mentioned case, the test of a compulsory counterclaim is 
whether it arose out of the subject matter of the opposing 
party’s claim. Appellant contends that the subject matter 
of his counterclaim is so interwoven with that of appellee's 
claim that they both arose out of the same transaction. This 
point is clearer when it is realized that under the District 
Court's judgment the appellant's counterclaim has vanished 
because under the judgment he no longer has title to the 
patents on which he counterclaimed. On the other hand, if 
appellant had prevailed in the District Court on the merits, 
and had not counterclaimed, the appellee would be free of 
a claim for royalties and infringement to the date of the 
complaint. See VMoore v. New York Colton Evchange, 270 
U.S. 593, 70 L, ed. 750. 


The compulsory counterclaim device is only a means of 
bringing all logically related claims into a single litigation, 


through the penalty of precluding the later assertion of 
: ] : : 


omitted claims, The word “transaction” as used in subdi- 
vision of (a) of Rule 13 may comprehend a series of many 
occurrences, depending not so much upon the immediate- 
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ness of their connection as upon their logical relationship. 
Rule 13(a) is mandatory and if a defendant does not plead 
any counterclaim which he has, arising out of the transac- 
tion or occurrence that is the subject matter of the opposing 
party’s claims, he will be precluded by the judgment from 
raising the same matter in an independent action, statutory 
or otherwise. See Lesnik v. Public Industrial Corp., C.C.A. 
2d, 144 F. 2d 968; and Pennsylvania Ry. Co. v. Musante- 
Phillips, Inc., D.C. Cal. 42 F. Supp. 340. 


As stated in Kaiser Aluminum & Chemical Sales, Inc. v. 
Ralston Steel Corporation, D.C.N.D. Tl. (1959), 25 F.R.D. 
23, 


“If a counterclaim is compulsory, the same juris- 
diction that supports the complaint will also sup- 
port the counterclaim and independent grounds of 
jurisdiction need not be alleged or be found to exist 
while if a counterclaim is permissive, independent 


grounds of jurisdiction to hear the counterclaim 
must be alleged and must also be found to exist. 
McNaughton v. New York Central Railroad Com- 
pany, 7 Cir., 1955, 220 F. 2d 335.” 


Since the District Court held the appellant’s counter- 
claim to be a permissive counterclaim then appellant should 
have alleged, and there should have been found to exist in- 
dependent grounds of jurisdiction to hear the counterclaim. 
The counterclaim would not be ancillary to the appellee’s 
main action. However, the District Court did hear the coun- 
ter claim, and the appellee company conceded inventorship 
and infiringement of claims 1 and 2 of Patent No. 2,744,424. 
Appellant contends that the District Court by hearing the 
counterclaim and taking testimony thereon admitted juris- 
dicion over the counterclaim under the ancillary jurisdic- 
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tion of the main action, and so the appellant’s counterclaim 
has to be a compulsory counterclaim. 


In the present case the appellant’s counterclaim for in- 
fringement could not have been brought because of lack of 
proper venue requirements of Section 1400(b), 28 U.S.C. 
Section 1400(b) limits actions for infringement to districts 
where the defendant resides or where the defendant has 
both committed acts of infringement and has a regular and 
established place of business. See Fourco Glass Co. v. 
Trans-Products Corp., 335 U. 8, 222, 1 L, Ed. 2d 786. It is 
obvious from the facts in this case that appellee does not 
reside in the District of Columbia nor does it have a regu- 
lar and established place of business and have committed 
acts of infringement in the District of Columbia. Accord- 
ingly, appellant could only maintain his counterclaim on 
the basis of a compulsory counterclaim under Rule 13(a). 
On the matter of a counterclaim’s jurisdiction see also the 
case of Isenberg v. Biddle, 75 U.S. App. D.C. 100, 125 F. 
2d 741. In view of the foregoing reasons, appellant con- 
tends that his counter claim was a compulsory counter- 
claim, and that he did not waive any personal jurisdiction 
rights so that when the District Court held that it did not 
have jurisdiction over the subject matter, and that service 
was ineffective, under 28 U.S.C. 1338(a) and 35 U.S.C. 293, 
the Court should have dismissed the complaint. Federal 
Rules 12(b) and 12(h) do not conflict with Rule 13 (a) and 
the filing of a compulsory counterclaim under the present 
circumstances where the District Court did not have juris- 
diction initially and appellant’s compulsory counterclaim 
under Rule 13(a) did not waive appellant's personal juris- 
diction. 

On page 20, line 7, the appellee points out that this Cir- 
euit Court of Appeals for the District of Columbia in its 
opinion filed March 7, 1961 specifically found at J.A. 100a 
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that the District Court had common law equity jurisdiction 
over the facts in this case. It should be pointed out that 
in making that statement and drawing that conclusion, this 
Court did not take into the consideration the fact that the 
case was not properly brought in the first instance. It 
should also be pointed out that this Cireuit Court of Ap- 
peals in its said opinion at J.A. 101a did not decide whether 
or not the appellant’s counterclaim was a compulsory coun- 
terclaim. Accordingly, if this Cireuit Court of Appeals had 
properly applied the law of Hoffman v. Blaski, decided 
June 13, 1960, 363 U.S. 335, 80S. Ct. 1084, 4 L, Ed. 2d 1254, 
jt would not have reached a conclusion that it did. The ap- 


pellant’s contention on this point is clearly set forth in 


pages 13 through 16 of its Bricf. 


On page 21 the appellee cites a statement by Mr. Justice 
Whittaker from said Hoffman v. Blaski case, regarding 
the waiver of venue, This statement by Mr. Justice Whit- 
taker is not inconsistent with the appellant's position since 
it clearly says that there has to be proper service by a 
Court having subject matter jurisdiction. In other words, 
the case must be properly brought in the first instance and 
this case was not because the Court did not have subject 
matter jurisdiction over this case under Section 306. be- 
cause it was limited by Scetion 30S, Title 11 of the D.C. 
Code, and the attempted service by process was ineffective 
as held by the District Court. Obviously, the ineffective 
service under the Patent Statutes cannot be coupled with 
Section 306, Title 11 of the D.C. Code to give the Court 
jurisdiction of this case. 

On the bottom of page 21 and on the top of page 2? the 
appellee tries to make a distinction between this case and 
the aforementioned Hoffman v, Blaski case on the basis 
of a different fact situation. It should be pointed out that 
the fact situation is immaterial in regard to whether or not 
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a case is properly brought in the first instance. Regardless 
of the nature of a case, the rule set down by the Hoffman vy. 
Blaski case regarding the properly bringing of the same 
applies. This point is clearly brought out in the Court’s 
statement on this point which is cited on page 15 cf appel- 
lant’s Brief, 


On page 22 in the second paragraph thereof, the appel- 
lee asserts that the District Court did not recast the com- 
plaint to insert the jurisdictional averment of Section 306 
of the D.C. Code, and that such jurisdiction was implicit 
in the allegations of the complaint, It is submitted that 
this contention is completely erroneous. First of all, the 
Court’s jurisdiction under Section 306 could not be implicit 
in the complaint because when the complaint was filed, the 
appellant was not an inhabitant of or found within the 
District, and under Section 308, Title 11 of the D.C. Code, 
the jurisdictional base of Section 306 of Title 11 of the D.C. 
Code could not as a practical or theoretical matter be im- 
plicit in the allegations of the complaint. Furthermore, the 
question of jurisdiction in the Federal Courts must be 
determined from the face of the complaint. Barnhart v. 
Western Maryland Ry. Co., C.C.A. Md. 1942, 128 F. 2d 
709, cert. den. 63'S. Ct. 75, 317 U.S. 671, 87 L. Hd. 538, 
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QUESTION No. I (b) 


The question of jurisdiction over the subject matter and 
the person of defendant-appellant is res judicata by 
reason of the decision of this Court entered November 
15, 1960. In the case of North Branch Products, Inc., 
Plaintiff and Appellee, v. W. Reuen Fisher, Defendant 
and Appellant, 284 Fed. 2d 611. (J.A. 96a-102a.) 


On pages 23 and 24, appellee contends that any question 


of jurisdiction is res judicata by reason of this Court’s pre- 
vious statement at page 101 of the J.A. that this Court had 
jurisdiction under Section 306 of Title 11 of the D.C. Code. 
It should be pointed out that this case is not a subsequent 
case or a different case as is necessary for the application 
of the doctrine of res judicata, The doctrine of “res judi- 
cata” is that a right, question or fact which is a ground of 
recovery, and which was distinctly put in issue and directly 
determined by Court of competent jurisdiction, cannot he 
disputed in a subsequent case between the same parties or 
their privy. See the case of Olis and Co. v. Securities and 
Exchange Commission et al. U.S. Ct. of Appeals D.C. 
(1949), 176 Fed, 2d, page 34. When this case was before 
the Court of Appeals, the appellant had not taken any 
cross appeal and the Court sent this case back to the Dis- 
trict Court for trial on the grounds that the District Court 
was in error in refusing to take the case on the grounds of 
forum non convenicns. It should be pointed out that when 
this Cireuit Court of Appeals agreed with the District 
Court that it had common law equity jurisdiction, that the 
specific point was not before this Court as to whether or 
not the District Court had jurisdiction of this action when 
it was filed under Section 306, Title 11 of the D.C. Code. 
The question as to whether or not the District Court had 
jurisdiction over the cause of action alleged in the Bill of 


17 


Complaint when it was filed under Section 306 in view of the 
limitations of Section 308 of Title 11 of the D.C. Code was 
not before this Cireuit Court of Appeals when this case 
was before it on the question of forwn non conveniens. 
Furthermore, the question of jurisdiction over the subject 
matter may be raised at any time. See the case of Beck v. 
Mariani, 6 Cir. Ct. (1961), 293 F. 2d 333. In view of the 
foregoing, it is contended that the question as to whether 
or not the District Court had jurisdiction under Section 306 
when limited by Section 308 of Title 11 of the D.C. Code 
is not res judicata and must be determined by this Court. 


QUESTION No. II 


Whether the trial court should have dismissed annual 
reports and pay franchise fees in accordance with the 
Michigan Corporation Act, in the face of a corrected 
certificate of the Michigan Corporation and Sccurities 
Commission, (J.A. 37a) showing compliance with the 
Michigan statute; when defendant’s Motion on this 
ground was denied on October 2, 1958, (J.A. 40a, 41a) 
its denial noted in the pre-trial statement (J.A. 50a) and 
the question was not raised on earlier appeal to the 
Circuit Court of Appeals, or upon motion before, during, 
or following trial of the cause on remand by this Court. 


The appellant has discussed the failure of appellee to file 
proper corporate annual reports and pay franchise fees on 
pages 20 and 21 of his Brief, The point to be properly 
understood in regard to this issue is that the appellee did 
not have jurisdiction to start this case because his corpo- 
rate powers had been suspended when this case was com- 
menced. The so-called corrected certifieate (JA. 37a) which 
appellee submitted to this Court, did not give appellee 
jurisdiction to start this case back on April 21, 1958. The 
so-called corrected certificate was only a current certificate. 
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The following time chart of appellee’s actions relative to 
this case and the filing of annual reports is shown below. 


May 15, 1957—Annual Report and Franchise fee 
due, but not filed (Report for year of 1956 is thus 
missed, 


May 15, 1957—Corporate power suspended. 
April 21, 1958—Action 1033-58 commenced. 


May 7, 1958—Unacceptable 1957 Annual report 
for 1936 received by Michigan Corporation & Se- 
curities on May 7, 1958 with fee of $618.50. (Report 
and fees were 11! 34 months overdue at that time and 
this was not a timely compliance.) 

May 15, 1958—Notice of Service by Publication 
against Fisher (appellant). 

May 15, 195S—Annual Report and Franchise fee 
for 1957 due but not filed. Corporate Charter void 
as of May 15, 1958 under Mich, C.L. 1948, section 
450.91. (Acceptable reports and fees for 2 succes- 
sive years not filed.) 

Sept. 9, 1958—Defendant’s (appellant’s) motion to 
dismiss filed. 


Sept. 16, 1958—Appellee makes corrections to 
1957 Report for year 1956 and this report acce pted 
Sept. 18, 1958, 


Sept. 16, 1958—Annual Report and Franchise fee 
of $840.00 filed for year 1957. Was due on May 15, 
1958. Was accepted Sept. 18, 1958. Was not a time- 
ly compliance —was 4+ months ov erdue. 


Oct. 7, 195S—See appellee Board of Directors 
Minutes, Pl. Ex. 22, for iostine on Oct 7, 1958 
where ‘notion ¥ was made to pay sum of $160.00 for 
filing 1957 and 1958S annual reports (would be for 
years of 1956 and 1957). 
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Tt is clear from the above time chart that appellee’s corpo- 
rate powers were null and void, but it attempted to start 
this suit. 


Appellee’s statement about res judicata relative to this 
issue is erroncous. Appellee has not cited any statute or 
rule which says when a case is disinissed, as in the present 
case by the District Court, that the party to which the dis- 
missal was favorable must take cross appeals on moot 
points. At the time appellee took its appeal on the question 
of forum non conreniens, appellant was not required by 
any federal rule or statute to take a cross appeal, It should 
also be pointed out that this is the same case and not a sub- 
sequent case as is necessary in the doctrine or the applica- 
tion of the doctrine of res judicata. 


QUESTION No. II 


Whether the District Court erred in holding as a mat- 
ter of law that this action was not barred by cither the 
Michigan or District of Columbia Statute of Limitations 
when defendant-appellant upon leave granted following 
pre-trial amended his answer to rely upon the General 
Michigan Statutes of Limitation (J.A. 88a) for personal 
actions, and without urging this statute or any other 
statute of limitations by a motion before, during, or 
after trial, sought to rely upon a portion of the Michigan 
General Corporation Act, Compiled Laws of 1948, Sec- 
tion 450.47, Michigan Statutes Annotated Section 
21.47, after the District Judge had made his original 
findings of fact and conclusions of law. 


On pages 28, 29, 30 and 31 appellee appears to be ques- 


tioning the District Judge’s discretion in permitting appel- 
lant to enter the defense of Statute of Limitations. The 
appellee has not cross-appealed contending that Judge 
Holtzoff erred in entering the Order of December 21, 1959 
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(J.A. 88). It was within the discretion of the District Court 
to grant the order adding the defense of Statute of Limi- 
tations. This Order stated that the defense of Statute of 
Limitations was incorporated in the pre-trial order previ- 
ously made on Novernber 20, 1959 and it did not limit the 
defense to any special forum. It is well settled that the 
pre-trial order controls the case after this order is entered, 
and so the pre-trial order included both the Michigan and 
the District of Columbia Statutes of Limitations, and all 
types thereof, as for example, the Michigan Corporation 
Statute, Section 450.47 of the Compiled Laws of 1948. 


It should be noted that at the time of the pre-trial hear- 
ing, November 30, 1959, when appellant made its motion 
to add the defense of Statute of Limitations, the District 
Court had not decided appellant's motion to dismiss for 
lack of jurisdiction and the complaint did not allege juris- 
diction under Section 306, Title 11, D. C. Code. The al- 
leged jurisdiction under the local Section 306 statute arose 
after the recasting of the complaint by the Court. 


The District Court again recognized that the broad de- 
fense of Statute of Limitations was in this case at the oral 
hearing on the objections to the Findings of Fact. Appellee 
objected at that time to appellant going into this defense, 
but the District Court said that it was in this case and 
asked for Briefs on this defense. 


On pages 31 through 33 appellee tries to avoid the ap- 
plication of Section 47 of the Michigan General Corpora- 
tion Act by trying to show a difference between a tort and 
its case against appellant for ownership of patents. Such 
arguments by appellee are futile since appellee’s cause of 
action is based on an alleged breach of fiduciary duty and 
such a breach is a tort. It certainly is not a contract action. 
A tort is any wrongful act for which a civil action will be 
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applicable. Appellee contends that appellant committed a 
wrongful act by breaching his fiduciary daty and so appel- 
lee’s action is based on a tort. Section 47 of the Michigan 
General Corporation Act is clearly applicable for the rea- 
sons stated on pages 36 through 40 of appellant’s Brief. 


On pages 34-and 35 appellee takes the position that the 
earliest cause of action arose on January 10, 1952 when 
Patent No. 2,744,424 was filed. Appellant contends that 
the earliest cause of action arose on November 4, 1950 when 
the appellant's application, Def’s Exhibit 12, was filed and 
appellant brings this point out clearly on pages 39 and 40 
of its Brief. 


On pages 35 and 36 appellee tries to conjure up some 
fraud in this case by twisting some of the District Court’s 
Findings. However, on page 33, line 6, appellee says that 
this case does not involve fraud. There was no fraud 


pleaded in the complaint and there was no fraud proven. 
The Distriet Court did not include any Findings of fraud 
in its Findings of Fact. 


On page 37 appellee's contention that any alleged cause 
of action only arose when the patents issued is crroncous. 
Acerue means “to cone into existence as an enforceable 
claim”. Obviously, when appellant filed patent applications 
in his name he asserted ownership and he has continued 
to do so to date and any alleged adverse ¢laim to owner- 
ship arose when the applications were filed. 

Regarding appellee’s suggestion as to res judicata on 
page 37, appellant states that such suggestion is erroneous 
as a matter of law and points out that appellee has not 
cited any law in support of such suggestion. 


QUESTION No. IV 


Whether the District Court erred as a matter of law 
in holding that defendant-appellant Fisher, by reason of 
his status as principal shareholder, officer, director, and 
general manager in sole charge of experimentation, re- 
search, development, manufacture, and sales, was in a 
fiduciary relationship with plaintiff-appellee corporation 
at the time the inventions claimed and the patents were 
developed, that defendant Fisher breached his fiduciary 
relationship by filing the applications for the patents in 
question in his own name and causing them to be issued 
to him personally, thereby creating in plaintiff corpora- 
tion the equitable right to said patents and patent appli- 
cation. 


On page 40 appellee again attempts to show that the fea- 
ture of “‘removability’’ was the basie¢ invention, involved in 
applicant’s novel bushing. This erroncous contention has 
been refuted hereinbefore on pages 2 through 5 of this 
Reply Brief and on pages 29, 30 and 31 of appellant’s main 
Brief. 


On page 41 of its Brief appellee contends that by vesting 
title to the patents in the company, all of the stockholders 
will benefit equally. Appellant contends that this is an illu- 
sory contention by appellee because the stockholders will not 


share anything as a practical matter because at the pres- 
ent time the appellee company is in the hands of a Receiver 
in Bankruptey. It is a public record, of which the Court 
ean take judicial notice, that the appellee company filed a 
Debtor’s Petition for an arrangement under Chapter XI 
of the Federal Bankruptey Act on September 12, 1961 in 
the District Court of the United States for the Eastern Dis- 
trict of Michigan under case No. 16662. The appellee 
company is hopelessly in debt and if it gets the patents it 
will not be able to sell them for $314,663.64 which was the 
total debts listed in the Debtor’s Petition. 
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On pages 41 and 42 appellee asserts that this case is con- 
trolled by the L. A. Young Spring & Wire Corp. v, Falls, 
307 Mich. 69, 11 N. W. 2d 329. Appellant contends that the 
facts in the Young case are diametrically different from the 
present case. In this case appellant is the inventor as ad- 
mitted by appellee (J.A. 154a, 1552), and he filed the appli- 
cations in his name under the patent laws that require the 
inventor to do so. In the Young case the defendants filed 
fraudulent applications in their names for another com- 
pany’s benefit and the real inventor worked for plaintiff. 
The false application got into an interference in the Patent 
Office and defendants pressured the patent attorney to 
abandon the plaintiff's application in favor of theirs. Ap- 
pellant did not run away with any patents but protected the 
company by filing the same, If appellant had wanted to be- 
tray the appellee company he would have left the company 
and filed the applications after he left like the defendants 
in the Young case. 


On page 42 of its Brief, appellee contends that the case 
of Nahikian v. Mattingly, 265 Mich. 128, 251 N. W. 421, also 
involves a fact situation similar to the present case. Ap- 
pellant contends that the Nawikian case is similar to the 
Young case, but not to this case. In the Nahikian case the 
defendant was not the inventor but other employees were, 
and such is not the fact in this case. 


On pages 43 through 45 appellee contends that the 
Dowse v. Federal Rubber Co., et al., 254 Fed. 508 is appli- 
cable to this case, but the Dowse case involves an entirely 
different fact situation. See the Joint Appendix on page 
Sla where this case is distinguished from the Dowse case. 


On pages 46 through 49 appellee cites much law, concern- 
ing the Parol Evidence Rule, against appellant's contention 
that the patent agreement (Pl. Ex. 1) was extended to 
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cover the application, filed after April 1, 1949 on the inven- 
tion involved in this case. Appellant contends that the law 
cited on this point by appellee docs not prevent the Court 
from construing the inclusion of improvements in the 
patent agreement. See the case of Baldwin Rubber Co. v. 
Paine & Williams Co., 107 F. 2d 350 (1939) Gth Cir., citing 
Burdell v. Denig, 92 U. S. 716, 722, 23 L. ed. 764. 


CONCLUSION 


Appellant reaffirms the position taken in his main Brief 
and contends that the Questions to be determined and the 
Answers thereto have not been shaken or expunged by the 
appellee’s contentions as set forth in its Brief. 


Appellant reaffirms his conclusion as set forth on pages 
43 and 44 of his main Brief. 


Respectfully submitted, 


ROBERT G. MENTAG, 
Attorney for Appellant, 
3437 Book Tower, 
Detroit 26, Michigan. 
Of Counsel: 
ALBERT W. RINEHART, 
1331 G Street, N.W., 
Washington 5, D.C. 


I Albert W. Rinehart, do hereby certify that I did on the 
2éthdaay of March, 1962, serve two copies of the foregoing 
Appellant’s Reply Brief on the Attorney for the Appellee 
by personally delivering said copies thereof to Mr. J. 
Harold Kilcoyne, Attorney for Appellee at his office at 961 
National Press Building, Washington, D.C. 


A ae 


Albert W. Rinehart 


JOINT APPENDIX 


IN THE, 


United States Court of Appeals 
For tue District or CotumBia CrrcuirT 


No. 16,746 


W. Reven Fisuer, Village of Entrance, Alberta, 
Canada, Appellant 


Vv. | 
Norts Brancxu Propvwcts, Inc., a Michigan Corporation of 
Millington, Michigan, Appellee 


Appeal From the United States District Court for the 
District of Columbia 


TABLE OF CONTENTS OF JOINT APPENDIX 
Page 
Relevant Docket Entries.............00 00 eee la-3a 
Summons 


Complaint for Declaratory Judgment 


Plaintiff's Motion for Order for Service of Pro- 
cess by Publication 10a-1la 


Order That Service of Process Be Obtained by 
Publication lla 


Order for Publication 12a-13a 


Defendant’s Answer to Complaint and Counter- 
Claim 14a-20a 


Reply to Answer, Reply to Counter-Claim, and 
Cross-Claim Against Defendant, Reply to 
New Matter in Answer 20a-26a 


Defendant’s Reply to Plaintiff's Reply to An- 
swer; Reply to Counter-Claiimn; Reply to New 
Matter in Answer and Cross-Claimn 26a-28a 


Motion to Dismiss 29a-33a 
Opposition to Defendant's Motion to Dismiss..  33a-39a 
Defendant’s Amendment to Answer 39a-40a 
Order Denying Motion to Dismiss.............- 40a-4la 
Pre-Trial Proceedings dla-dla 
Plaintiff's Statement of Nature of Case..... 4la-ta 
Defendant's Statement of Nature of Case... 45a-49a 
Pre-Trial Statement of the District Court... 49a-5la 
Defendant’s Motion to Amend Pleadings dla-52a 


Motion to Dismiss for Lack of Jurisdiction Over 
Subject Matter 52a-65a 


Page 


Resistance to Motion to Dismiss for Lack of 
Jurisdiction over the Subject Matter 65a-T4a 


Resistance to Motion to Amend Pleadings...... T4a-Tha 


Reply to Resistance to Motion to Dismiss for 
Lack of Jurisdiction Over the Subject Matter 75a-Sta 


Reply to Resistance to Motion to Amend Plead- 
84a-S8a 


Order to Amend Pleadings........++.eeeeeeees 88a 
Amendment to Answer 89a 
Opinion of the District Court 90a-95a 
Order to Dismiss Bill of Complaint 

Notice of Appeal 

Opinion of the Court of Appeals....-...++++++- 96a-102a 


Excerpts from Transcript of Testimony 103a-225a 


Swanson, F. C., Plaintiff’s Witness— 
Direct Examination 103a-112a 
Cross Examination 112a-127a 
Re-direct Examination 

Menefee, Ferdinand N., Plaintiff’s Witness— 
Direct Examination 128a-130a 
Cross Examination 130a-131la 
Re-direct Examination 131a-132a 
Re-cross Examination 

Roe, Kenneth, Plaintiff’s Witness— 
Direct Examination 

Kane, Raymond, Plaintiff's Witness— 
Direct Examination 136a-139a 
Cross Examination 139a-140a 

Smith, Albert A., Defendant’s Witness— 
Direct Examination 140a-152a 


Page 

Donnelly, Thomas S., Defendant’s Witness— 

Direct Examination li2a-1isa 
Fisher, W. Reuen, Defendant's Witness— 

Direct #@xamination 

Cross Examination 

Re-direct Examination 

Re-cross Examination 

Re-direct Examination 


Findings of Fact and Conclusions of Law 


Amended Findings of Fact and Conclusions of 


Judgment 


Notice of Appeal to the United States Court of 
Appeals for the District of Columbia 236a 


Certificate of Service 2360 
Plaintiff's Exhibits which were identified in the 
part of Transcript of Testimony printed in 

Joint Appendix: 

103a-104a 

14a 

105a 

105a 

105a 

105a 


106a 
106a 


Defendant’s Exhibits which were identified in the 
part of Transcript of Testimony printed in 
Joint Appendix: 


No. 
No. 


. 26-A through 26-ZZ 
. 27-A 

. 28-A through 28-C-4 
. 29-A-1 to 29-A-11 

. 32-A; 32-B 


137a-139a 
205a 


123a 
130a 
142a 
148a 
148a 
l44a 
152a 
158a 
153a 
15a 
156a 
156a 
157a 
158a 
166a 
166a 


INDEX OF JOINT APPENDIX 


Amended Findings of Fact and Conclusions of 


Complaint for Declaratory Judgment 


Defendant’s Amendment to Answer 


Defendant’s Answer to Complaint and Counter- 
Claim 


Defendant’s Exhibits which were identified in the 
part of Transcript of Testimony printed in 
Joint Appendix: 


No. 
No. 
No. 
No. 
No. 
No. 
No. 


Page 


Page 

166a 

. 28-A through 28-C-4 170a-176a 

. 29-A-1 to 29-A-11 169a 

. 32-A; 32-B 21da 
Defendant’s Motion to Amend Pleadings.....-- dla-52a 


Defendant’s Reply to Plaintiff's Reply to An- 
swer; Reply to Counter-Claim; Reply to New 
Matter in Answer and Cross-Claim 26a-28a 


Excerpts from Transcript of Testimony 103a-225a 


Swanson, FE. C., Plaintiff's Witness— 
Direct Examination 108a-112a 
Cross Examination 112a-127a 
Re-direct Examination 


Menefee, Ferdinand N., Plaintiff's Witness— 
Direct Examination 12Sa-130a 
Cross Examination 130a-131la 
Re-direct examination 131a-132a 
Re-cross Examination 


Roe, Kenneth, Plaintiff’s Witness— 
Direct Examination 133a-136a 


Kane, Raymond, Plaintiff's Witness— 
Direct Examination 136a-159a 
Cross Examination 139a-140a 


Smith, Albert A., Defendant’s Witness— 
Direct Examination 140a-152a 


Donnelly, Thomas S., Defendant’s Witness— 
Direct Examination 152a-155a 
Fisher, W. Reuen, Defendant’s Witness— 
Direct Examination 155a-18la 
Cross Examination 182a-21la 
Re-direct Examination ............++. 211a-221a 
Re-cross Examination 
Re-direct Examination 


Page 
Findings of Fact and Conclusions of Law 
Judgment 
MOtiOrto: DISMISS: ssa sereogaihe ne. oe wroesesles earns 29a-33.a 


Motion to Dismiss for Lack of Jurisdiction Over 
Subject Matter j2a-Gda 


Notice of Appeal 


Notice of Appeal to the United States Court of 
Appeals for the District of Columbia 236a 


Opinion of the Court of Appeals.............0- 96a-102a 


Opinion of the District Court 90a-95a 
Opposition to Defendant’s Motion to Dismiss.. 33a-39a 
Order for Publication 

Order Denying Motion to Dismiss............4. 40a-dla 


Order That Service of Process Be Obtained by 
Publication 


Order to Amend Pleadings. ...........00000005 
Order to Dismiss Bill of Complaint 


Plaintiff’s Exhibits which were identified in the 
part of Transcript of Testimony printed in 
Joint Appendix: 


NOs 22 a eae sate gu seas chigs Mees oe rs 103a-104a 
No. 104a 
No. } 105a 
No. 105a 
No. 105a 
No. 105a 
No. ' 105a 
No. 15 107a 
No. 16 106a 

106a 


Page 
106a 
107a 
107a 
107a 
109a 
109a 
110a 
110a 
j1la 
llla 


137a-139a 


Plaintiff’s Motion for Order for Service of Pro- 
cess by Publication 10a-1la 


Pre-Trial Proceedings 4la-sla 
Plaintiff’s Statement of Nature of Case 4la-fa 
Defendant's Statement of Nature of Case... 45a-49a 
Pre-Trial Statement of the District Court... 49a-51a 

Relevant Docket Entries. ......-. essere eee la-3a 


Reply to Answer, Reply to Counter-Claim, and 
Cross-Claim Against Defendant, Reply to 
New Matter in Answer 20a-26a 


Reply to Resistance to Motion to Dismiss for 
Lack of Jurisdiction Over the Subject Matter | 75a-S4a 


Reply to Resistance to Motion to Amend Plead- 
ings 84a-S8a 


Resistance to Motion to Amend Pleadings...... T4a-T5a 


Resistance to Motion to Dismiss for Lack of 
Jurisdiction over the Subject Matter 635a-74a 


Summons 


District Court of the United States 
for the District of Columbia 


—— 


Nortu Brancn Propucts, Ixc., 
a Michigan Corporation of 
Millington, Michigan, 
ae 
“3 saa Civil Action 
W. Reven FIsHeEr, No. 1038-58 
Village of Entrance, Alberta, 


Canada, 
Defendant. 


JOINT APPENDIX 


———. 


RELEVANT DOCKET ENTRIES 
1958 
Apr. 21. Complaint, appearance, Exhibit A, filed. 
* * * * * 
May 13. Order directing service of process on defendant 
be obtained by publication as prescribed by 
title 13, section 108. (N); Morris, J. 
May 13, Motion of plaintiff for service by publication; 
P & A, affidavit; appr. Jo Harold Kilcoyne. 
May 15. Order of publication (2 copies); Morris, J. (XN). 
July 18. Answer of defendant to complaint; ¢/s 7-18-58 ; 
counter-claim contained therein. 


e * * * td 


Relevant Doctket Entries 


Reply of plaintiff to answer; reply to counter- 
claim and plaintiff’s cross-claim vs. defend- 
ant; ¢/in 8-17-58, filed. 


* * * * * 


Reply of defendant to plaintiff's reply to an- 
swer: reply of defendant to plaintiff’s reply 
to counter-claim of defendant; reply of de- 
fendant to plaintiff's cross-claim vs. defend- 
ant: ¢/m 8-21-58; filed. 

* * * . . 

Motion of defendant to dismiss; P&A; e/m 

9-9-58: exhibit I; M. C. filed. 
* * * * * 
Opposition of plaintiff to defendant’s motion to 
dismiss; exhibit A; ¢/m 9-26-58; filed. 
* * * * . 
Amendment to answer; ¢/m 10-1-58; filed. 
* * * oo . 
Order denying motion to dismiss (N); Curran, J. 


Pre-trial statement of plaintiff filed. 

Pre-trial proceedings; Holtzoff, J. 

Motion of defendant to amend pleadings; ¢/s 
11-30-59: M. C. 11-30-59 fiat; Holtzoff, J. 

Motion of defendant to dismiss for lack of juris- 
diction over the subject matter; P & As, ¢/s 
11-30-59: M. C. 11-30-59 fiat; Holtzoff, J. 


* ° ° * ° 


Opposition of plaintiff to motion to amend plead- 
ings; ser. ack. ; filed. 

Opposition of plaintiff to motion to dismiss for 
lack of jurisdiction; memo. ; filed. 


June 26. 


Sept. : 


Sept. 2 


Oct. 


Relevant Docket Entries 3a 


Order granting leave to defendant to amend his 
answer (N); Holtzoff, J. 


Amendment of defendant to his answer filed; 
¢/m 12-18-59, 


Opinion of the Court (action dismissed on 
ground of forum non conveniens) ; Holtzoff, J. 
Reply to resistance to motion to amend plead- 
ings. 
Resistance to motion to dismiss for lack of 
jurisdiction over the subject matter. 
* * * - * 
Order dismissing complaint (N); Holtzoff, J. 
* * * * * 
Notice of appeal by plaintiff; deposit by Kil- 
coyne $5.00 (copy to Lowry & Rinehart); 
filed. 


Opinion of the Court of Appeals for the District 
of Columbia Circuit, dated November 29, 1960. 
* * * * * 
Findings of fact and conclusions of law; McGar- 
raghy, J. 
* * * * * 
Amended findings of fact and conclusions of law 
(N); MeGarraghy, J. 
Judgment for plaintiff with costs (N); MeGar- 
raghy, J. 


* * ° * ° 


Notice of appeal of defendant; $5.00 paid by 
Rinehard (copies (2) mailed to J. Harold Kil- 
coyne); filed. 


4a Summons; Complaint for Declaratory Judgment 


SUMMONS 
(Filed April 21, 1958) 
To the above named Defendant: 


You are hereby summoned and required to serve upon Ji 
Harold Kileoyne, plaintiff’s attorney, whose address is 961 
National Press Building, Washington, D. C., an answer to 
the complaint which is herewith served upon you, within 
20 days after service of this summons upon you, exclusive 
of the day of service. If you fail to do so, judgment by 
default will be taken against you for the relief demanded 
in the complaint. 


Harry M. Hull, 
Clerk of Court. 
Clarice L. Fulgh, 
Deputy Clerk. 


Dated: April 21, 1958. (Seal of Court) 


COMPLAINT FOR DECLARATORY JUDGMENT 
(Filed April 21, 1958) 


I. 


This is an action to secure a Declaratory Judgment, pur- 
suant to 28 U.S. C., Section 2201, for the purpose of deter- 
mining the ownership of certain patents. 


Il. 


This Court has jurisdiction of the subject matter under 
298 U. S. C. Section 1338. The action is for the purpose of 
determining an actual controversy between the parties, as 
hereinafter more fully appears. 
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ITI. 


Plaintiff is a Michigan corporation with offices and manu- 
facturing plant at Millington, Tuscola County, Michigan. 


IV. 


Defendant, W. Reuen Fisher, the patentee, is a resident 
of the Village of Entrance, in the Province of Alberta, 
Canada. Defendant has not filed a written designation in 
the United States Patent Office stating the name and ad- 
dress of the person residing within the United States on 
whom may be served process or notice of proceedings af- 
fecting the patents and rights thereunder which are herein- 
after fully described. 


V. 


This Court has jurisdiction of the person of the patentee 
defendant, W. Reuen Fisher, under 35 U.S. C., Section 293. 


VI. 


Plaintiff corporation is engaged in the manufacture of 
the following: 


(a) Drill bushings; 

(b) Fixture bushings; 

(¢) Liner bushings; 

(d) Special arbor bushings; 
Special gauges; 
Special arbor and adaptor; 
Ring gauges; 
Plug gauges; 
Tapered plug gauges; 
Expanding arbors: 
Adjustable expanding arbors; 
Bearings; 
Inserts with mutiple uses; 
Expanding collect bushings, and other similar 

items. 
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VII. 


This action arises out of a controversy over the owner- 
ship of United States Patents 766,0St—bearing; #2,- 
744.424—drill guide bushing: 3£2,737,425—bearing liner; 
#2,766,083—euide buishing: and #2,548,340—drill guide 
bushing, and any other patent applications pending on the 
part of the defendant, W. Reuen Fisher, which have been 
filed subsequent to April 1, 1949, relating to any of the 
items enumerated in Paragraph VI, processes for making 
any of the items enumerated, methods of using any of the 
items enumerated or others manufactured by the Corpora- 
tion. 


VIII. 


Plaintiff Corporation, subsequent to April 1, 1949, has 
been engaged primarily in the manufacture of the items 
specifically enumerated in Paragraph VI. 


IX. 


At all times since April 1, 1949, defendant has been a 
stockholder, director, secretary-treasurer, and general 
manager of the Corporation in charge of all phases of the 
manufacture and sale of said items and more particularly 
in charge of research, development, and engineering with 
respect to such products. 


X. 


On April 1, 1949, defendant personally prepared and 
caused to be executed by the President of the Corporation 
an Exclusive License and Assignment of certain patent 
applications to Plaintiff Corporation, which he then had 
pending. This Assignment is attached as Exhibit **.A’’. 


XI. 
Subsequent to execution of this Assignment and while 
defendant remained secretary-treasurer, general manager, 
director, and specifically in charge of research, develop- 
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ment, and engineering, he secured the issuance of certain 
United States Patents, referred to in Paragraph VIT above, 
and upon information and belief has other patent applica- 
tions with respect to the manufacture and method of using 
the above items, processes for making such items, and 
methods of using said items or other products manufac- 
tured by the Corporation. 


X11. 


Insofar as plaintiff is informed, all of the research, engi- 
neering, and experimental work of the defendant prepara- 
tory to processing the above patent application and the 
securing of the actual patents was done in the course of 
his employment with plaintiff, while in charge of all re- 
search, engineering, and development for plaintiff Cor- 
poration with the use of plaintiff's machines and employees, 
and with materials purchased by plaintiff. 


XIIT. 

Insofar as plaintiff is informed, the legal expense of ob- 
taining said patents was paid from funds of the plaintiff 
Corporation, 

XIV. 

Defendant, although repeatedly requested by other offi- 
cers and members of the Board of Directors of plaintiff 
Corporation to do so, absolutely refused to give any infor- 
mation whatsoever concerning the various patents enu- 
merated and any patent applications which he may have 
pending and which have been filed subsequent to April 1, 
1949, while said defendant was in charge of all research, 
engineering, and development for the Corporation. 


XV. 
Since termination of his employment as general manager 
and his resignation as director and secretary-treasurer of 


the Corporation, defendant has threatened orally and in 
writing to bring an action for infringement of the above 
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patents and those for which he has applications pending 
against the plaintiff Corporation, and has represented to 
the bushing industry and industry generally that he is the 
sole owner of the patents and that plaintiff Corporation is 
at his mercy with respect to the use of said patents; which 
representations have resulted in substantial damages and 
injury to plaintiff in its business. 

Wherefore, plaintiff prays: 

1. That this Court decree that United States Patents 
££ 2,766,084; 42,744,424: 2,737,425; 32,766,083; and #2,- 
543,840, are owned by and are the sole property of plaintiff, 
North Branch Products, Inc. 


2. That this Court decree that any patent applications 
filed by defendant, subsequent to April 1, 1949, related to 
any of the items enumerated in Paragraph VI, processes 
for making such items, methods of using said items, and 
any other products manufactured by the Corporation are, 
in fact, the sole property of plaintiff, North Branch Prod- 
utes, Ine. 


3. That by way of further relief, the Court grant pre- 
liminary and final injunctions enjoining and restraining 
defendant, his agents, employees, associates, devisees, and 
confederates from further representing, asserting, contend- 
ing, claiming, or alleging that said patents, 42,766,084; 
#2,744,424; 22,737,425; 42,766,083; and 2,543,840, or 
any claim thereof, are owned by defendant and are not, in 
fact, the sole property of plaintiff, North Branch Products, 
Ine. 


4. That plaintiff have judgment for its costs in this suit 
and for such other and further relief as may seem proper. 


Albert A. Smith, 
Attorney for Plaintiff, 
301 Bearinger Building, 
Saginaw, Michigan. 

J. Harold Kilcoyne, 
Attorney of Counsel for 

Plaintiff, 

961 National Press Bldg., 
‘Washington, D. C. 


Dated: April 18, 1958. 


Complaint for Declaratory Judgment 


EXHIBIT ‘*.A” 


For and in consideration of the sum of $1.00, I, W. Reuen 
Fisher, hereby license lease the exclusive use, right, and 
benefit of ‘patent applications filed by me in April, 1948, 
November, 1948, and December, 1949, covering a PEC: 
ments in drill bushings, to the North 3ranch Products, In- 
corporated, for their use and re-license to others, and to 
continue so long as the provisions of the following cove- 
nants are maintained, 


That a royalty of 1%_of the gross sales of the company, 
or its licensees, or a minimum of $500 per month and a 
maximum of not more than $1,500 per month be paid to me. 
Any salaries or wages received by me to be deducted from 
the above amount, or considered a part of the royalties. 


Further, the North Branch Products, Incorporated, 
agrees to defend these inventions and patents against any 
and all infringements. 

This contract is binding on the heirs and assigns; what- 
soever, of myself or the North Branch Products, Incor- 
porated, 


Agreed: Accepted: 


/s/ W. Reuen Fisher North Branch Products, Ine. 
W. Reuen Fisher by: /s/ E. C. Swanson 
E. C. Swanson, President 


Dated: April 5, 1949. 
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PLAINTIFE’S MOTION FOR ORDER FOR SERVICE 
OF PROCESS BY PUBLICATION 


(Filed May 13, 1958) 


Now comes plaintiff in the ahove proceeding and moves 
the Honorable Court for an order that service of process 
on the defendant herein shall be obtained by publication as 
prescribed by Title 13, Section 108 of the District of Colum- 
bia Code (1951 (Edition). 


MEMORANDUM OF POINTS AND AUTHORITIES 


This Court has jurisdiction of the person of the defend- 
ant, under 35 U. S. C. See. 293, since the action is one re- 
specting ownership of patents issued to, and/or applica- 
tions for patent filed by, said defendant, W. Reuen Fisher, 
not residing in the United States, and said patentce-de- 
fendant has designated no person within the United States 
on whom may be served process or notice of proceedings. 


However, while positive on the question of jurisdiction, 
35 U.S. C. See. 293, makes but general provision as to serv- 
ice of process, in that it specifies only that summons “shall 
be served by publication or otherwise as the Court directs”. 


Opposed to this general provision of service by publica- 
tion, the case of Thompson v. Tanner, 53 App. D. C. 3, 
specifies that the publication procedure prescribed in Title 
13. Section 108, District of Columbia Code shall be rigidly 
followed in the obtaining of jurisdiction on a defendant 
who is a non-resident of the District of Columbia and has 
been absent from the District for at least six months. 


In the above circumstances, the issuance of the requested 
order is believed to be advisable if not necessary to insure 
against questions of proper service on defendant arising 
in the future. 

Respectfully, 
/s/ J. Harold Kilcoyne 


Motion for Order for Service of Process by — lla 
Publication 


AFFIDAVIT 


City of Washington, 
District of Columbia—ss. 


J. Harold Kileoyne, being duly sworn, deposes and says 
that he is a member of the Bar of the District of Columbia, 
and is attorney for the plaintiff in the above proceeding 5 
that on information and belief the defendant in the pro- 
ceeding is a non-resident of the District of Columbia (being 
a resident of the Village of Entrance, Province of Alberta, 
Canada), and that defendant has been absent for at least 
six months from the District. 


/s/ 3. Marold Kileoyne. 


Subscribed and sworn to before me, a notary public, this 
15th day of May, 1958. 


/s/ Katherine Kallivas, 
(Seal) Notary Public 


ORDER THAT SERVICE OF PROCESS BE OBTAINED 
BY PUBLICATION 


On motion therefor duly made by plaintiff, it is hereby 
ordered: 


That service of process on the defendant shall be ob- 
tained by publication as prescribed by Title 15, Section 108, 
of the District of Columbia Code (1951 Edition). 


/s/ James W. Morris, 
Judge, U. S. District Court 


May 13, 1958. 
For the Plaintiff: 
/s/ J. Harold Kileoyne 
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ORDER FOR PUBLICATION 
(Filed May 15, 1958) 
(Non-Resident Defendant) 


The object of this suit is to establish of record title of 
the plaintiff in and to United States Patents No. 2,766,0S+— 
Bearing: No, 2,744,424—Drill Guide Bushing; No. 2,737,- 
425—Bearing Liner; No. 2,766,083—Guide Bushing; and 
No. 2.543.340—Drill Guide Bushing, issued to the defend- 
ant: and in and to any pending patent application of said 
defendant filed subsequent to April 1, 1949 relating to the 
general subject-matter of said patents and including pro- 
cesses and methods. 


On motion of the plaintiff, it is this 15th day of May, 1958, 
ordered that the defendant, W. Reuben Fisher, cause his 
appearance to be entered herein on or before the forticth 
day, exclusive of Sundays and legal holidays, occurring 
after the day of the first publication of this order; other- 


wise the cause will be proceeded with as in the case of 
default. Provided a copy of this order be published once 
a week for three consecutive weeks in the Washington Law 
Reporter and The Evening Star, before said day. 
/s/ James W. Morris, 
Judge, U. S. District Court. 


Attest: 


Harry W. Hull, 
Clerk, U.S. District Court. 


Deputy Clerk. 
J. Harold Kilcoyne, Attorney 
961 National Press Bldg. 
[Filed May 15,1958. Harry M. Hull, Clerk] 


In the United States District Court for the 
District of Columbia 


North Branch Products, Inc., Millington, Michigan, a Mich- 
igan Corporation, Plaintiff, v. W. Reuen Fisher, Vil- 
lage of Entrance, Alberta, Canada, Defendant. Civil 
Action No. 1033-58. 


Order for Publication 


ORDER FOR PUBLICATION 
(Non-Resident Defendant.) 


The objection of this suit is to establish of record title of 
the plaintiff in and to United States Patents No. 2,766,084— 
Bearing: No. 2,744.424—Drill Guide Bushing: No, 2,737,425 
—Bearing Liner; No. 2.766,0S3—Guide Bushing; and No. 
2.543.340—Drill Guide Bushing, issued to the defendant; 
and in and to any pending patent application of said de- 
fendant and filed subsequent to April 1, 1949 relating 
to the general subject-matter of said patents and includ- 
ing processes and methods. On motion of the plaintiff, 
it is this 15th day of May, 1958, ordered that the defendant 
W. Reuen Fisher, cause his appearance to be entered herein 
on or before the fortieth day, exclusive of Sundays and 
legal holidays, occurring after the day of the first publica- 
tion of this order; otherwise the cause will be proceeded 
with as in the case of default. Provided, a copy of this 
order be published once a week for three consecutive weeks 
in The Washington Law Reporter and the Evening Star, 
before said day. (s) Jas. W. Morris, Judge, U. S.District 
Court. [Seal.] Attest Harry M. Hull, Clerk U. 8. District 
Court, by Dean F. Miller, Deputy Clerk. 


The above is an order for publication signed May 15, 
1958 and published for the first time in the Washington 
Law Reporter, Washington, D. C., issue of May 19, 1958. 
A similar order for publication was published in the Eve- 
ning Star newspaper, Washington, D. C., for the first time, 
issue of May 19, 1958. 
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DEFENDANT'S ANSWER TO COMPLAINT 
AND COUNTER-CLAIM 


(Filed July 18, 1958) 


Now comes W. Reuen Fisher, defendant in the ahove en- 
titled action, and for answer to the complaint filed in said 
action states: 


I. 


Answering paragraph One of said complaint, defendant 
admits that this is a purported action to secure a Declara- 
tory Judgment pursuant to 28 U.S.C., Section 2201, but 
avers that there is no question of ownership of any patents 
to be determined by this Court. 


II. 


Answering paragraph Two of said complaint, defendant 


admits that this Court has jurisdiction of the subject matter 
under 28 U.S.C., Section 1338, but denies each and every 
other allegation therein contained. 
Til. 
Answering paragraph three of said complaint, defendant 
admits the allegations therein set forth. 
IV. 
Answering paragraph four of said complaint, defendant 
admits the allegations therein set forth. 
V. 
Answering paragraph five of said complaint, defendant 
admits the allegations therein set forth. 
VI. 
Answering paragraph six of said complaint, defendant 
admits the allegations therein set forth. 
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VII. 


Answering paragraph seven of said complaint, defendant 
denies each and every allegation therein contained. 


VIII. 


Answering paragraph eight of said complaint, defendant 
admits the allegations therein contained, 


IX. 


Answering paragraph nine of said complaint, defendant 
admits the allegations therein set forth but only to the 
extent that such allegations are true for the period between 
April 1, 1949, and February 17, 1957 on which latter date 
this defendant was discharged by the plaintiff. 

X. 

Answering paragraph ten of said complaint, defendant 
admits the allegations therein set forth except that the de- 
fendant specifically denies that the exclusive license at- 
tached to the plaintiff's complaint and marked “Exhibit A” 
is an Assignment in accordance with the principles of Pat- 
ent Law. 


XI. 


Answering paragraph eleven of said complaint, the de- 
fendant admits the allegations therein set forth, but denies 
that the license, Plaintiff’s ‘ Mxhibit A” is an assignment. 


XII. 


Answering paragraph twelve of said complaint, the de- 
fondant denies each and every allegation therein contained 
except that he admits that he continued to develop and per- 
fect the product and processes embracing the concepts ex- 
pressed in the original application filed by him before his 
association with the defendant and asserts that such activ- 
ity was in line with the employment royalty agreement, 
Plaintiff's “Exhibit A”, and that improvement inventions 
were to come under the aforesaid agreement according to 
his understanding of the same. 
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XTIT. 


Answering paragraph thirteen of said complaint, de- 
fendant denies each and every allegation therein contained. 


XIV. 

Answering paragraph fourteen of said complaint, de- 
fendant admits the allegations contained therein but as- 
serts that he did so because on December 2, 1955, the Board 
of Directors without his knowledge contacted competitors 
in the same field of business in an effort to sell the plaintiff 
company and he objected to showing the applications to 
competitors because at that time there were no patents 
issued and the defendant’s rights in the applications would 
have been jeopardized had be disclosed the applications. 


XV. 


Answering paragraph fifteen of said complaint, defend- 
ant admits that his employment with the plaintiff has been 
terminated and that he has resigned as director and Secre- 
tary-Treasurer of the corporation and that he has given 
notice to the plaintiff on July 8, 1957 that he had termi- 
nated the contract as of that date because of the failure 
of the plaintiff to abide by the covenants in the license 
of Plaintiff's Exhibit A and that he proposed to institute 
suit for collection of unpaid royalties and damages for un- 
lawful use from that date forward. In further answer to 
the rest of this paragraph, the defendant denies each and 
every other allegation and conclusion therein contained ex- 
cept that he avers that he is the sole owner of the patents 
recited in the complaint. 


XVI. 


In answer to the Prayers for Relief, defendant denies 
that he has acted in violation of the rights of the plaintiff; 
and denies that plaintiff is entitled to any relief whatsoever 
or to any other relief specifically prayed for. 
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COUNTER-CLAIM FOR ROYALTIES AND 
INFRINGEMENT 


The defendant, W. Reuen Fisher, by way of counter- 
claim in respective matters arising out of the transaction 
which is the subject matter of this suit and which might be 
the subject of individual suits in equity against the plain- 
tiff, this defendant avers: 


I. 


That the defendant, W. Reuen Fisher, had been engaged 
in the designing, and engineering, and selling of items of 
the type enumerated in paragraph six of the plaintiff's 
complaint many years before being employed by the plain- 
tiff on April 1, 1949. 


II. 


That the exclusive license agreement, Plaintiff's Exhibit 
A, was a royalty agreement, a reduction to writing of a 


verbal agreement made with the plaintiff before becom- 
ing connected with the plaintiff. 


IIT. 


That the exclusive license, Plaintiff's Exhibit A, is not 
an Assignment of any patent rights or inventions covered 
therein and that all rights and title to the inventions cov- 
ered in said license other than the rights given by the li- 
conse were retained by the plaintiff as to all inventions 
covered thereby and to any improvements therein or there- 
to. 

IV. 

That the defendant served in a capacity of General Man- 
ager for the plaintiff from April 1, 1949 to April 17, 1957 
on which date he was discharged by the plaintiff. 
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Vv. 

That the plaintiff has failed to pay the royalties due the 
defendant under the exclusive license designated Plaintiff's 
Exhibit A, since February 17, 1957, with the exception of 
payments of $500.00 in each of the months of March, April 
and May of 1957, and has by such failure to pay the royal- 
ties under this license, it has violated covenants contained 
in the license. 


VI. 


That as a result of the failure of the plaintiff to abide 
by the covenants of the exclusive license designated plain- 
tiff’s Exhibit A, the defendant in a letter dated July 8, 
1957 gave notice to the plaintiff of the termination of this 
license. 


VII. 

That the defendant is the legal and equitable title holder 
of United States Patents Nos. 2,766,084; 2,744,424; 2,737,- 
425+ 2,543,840 and 2,766,083 which were licensed under the 
exclusive license designated Plaintiff's Exhibit A. 


VIII. 


That on information and belief, the plaintiff has unlaw- 
fully continued to operate under the defendant’s patents 
enumerated in paragraph seven of this counter-claim since 
July 8, 1957 and has infringed and is infringing said pat- 
ents by making, using and selling devices embodying the 
inventions in said patents and the defendant is fearful 
that the plaintiff shall continue to do so unless enjoined 
from doing so by this Honorable Court. 


IX. 


That the plaintiff is a Michigan Corporation with offices 
and manufacturing plant at Millington, Tuscola County, 
Michigan. 
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X. 
That the defendant, W. Reuen Fisher, is a resident of 
the Village of Entrance in the Province of Alberta, Canada. 
XI. 


That this counter-claim arises under the Patent Laws 
of the United States, Title 35, United States Code. Juris- 
diction is founded on Title 28, United States Code, Section 
1338 (a). 


NIT. 


That the defendant has given written notice to the plain- 
tiff of said infringement, that plaintiff continues to infringe 
said Letters Patent. 


Wherefore, defendant prays: 


I. 
That the plaintiff’s complaint for Declaratory Judgment 
herein be dismissed. 
II. 


That a final judgment be entered by this Honorable Court 
for a permanent injunction enjoining and restraining plain- 
tiff from infringing said Letters Patent, Nos. 2,766,084; 
2,744,424 : 2,737,425 ; 2,766,083 ; and 2,543,840. 


Ill. 


For an accounting and an award of profits received by 
plaintiff from the sale of devices embodying the inven- 
tions disclosed in said Defendant's Letters Patent. 


IV. 


For past royalties due under the terms of the exclusive 
license designated Plaintiff’s Exhibit A from the termina- 
tion of the defendant’s connection with the plaintiff up to 
and including July 8, 1957. 


20a Reply to Answer, ete. 
V 
For general punitive damages and an assessment of costs 
of suit, interest and attorneys’ fees and such other relief 
as shall be just and equitable. 
/s/ Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 


/s/ Albert W. Rinchart, 
Counsel for Defendant, 
¢/o Lowry & Rinehart, 
1311 G Street, N.W., 
Washington 5, D. C. 


Dated: July 1S, 1938. 


REPLY TO ANSWER, REPLY TO COUNTER-CLAIM, 
AND CROSS-CLAIM AGAINST DEFENDANT; 
REPLY TO NEW MATTER IN ANSWER 


(Filed August 7, 1953) 


For reply to new matter contained in Paragraphs XII 
to XVI, Plaintiff says: 


I. 


Replying to the allegations of Paragraph XII, Plaintiff 
denies that Defendant developed or perfected the product 
and processes in patent applications filed by him in April, 
1948, November, 1948, and December, 1949, and will show 
that said applications were abandoned and no patents were 
ever issued upon such applications. Further, Plaintiff 
denies each of the gratuitous, self-serving allegations of 
Defendant with respect to Plaintiff’s Exhibit ‘*A”, which 
was prepared by Defendant and which is clear, unambigu- 
ous, and speaks for itself. Further replying, Plaintiff denies 
that Defendant ever made any so-called ‘*improvement in- 
ventions”’. 
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TI. 


In reply to Paragraph XIV of Defendant's Answer, 
Plaintiff denies each of the allegations contained therein. 


Ill. 


In reply to Paragraph XV of Defendant’s Answer, 
Plaintiff denies that Plaintiff breached any covenants con- 
tained in Agreement, Exhibit ‘*A’’, personally drawn by 
Defendant herein, and further denies that any liability 
for rovalties ever accrued thereunder. Plaintiff will 
affirmatively show that Defendant, in fact, never secured 
any patents based on his applications of April, 1948, No- 
vember, 1948, and December, 1949, specifically referred to 
in the Agreement of April 5, 1949. Plaintiff will further 
show that the Agreement, Exhibit **A", was drafted by 
Defendant and executed by hin at a time when he was 
Secretary-Treasurer, General Manager, and in charge of 
all research, engineering, and development for Plaintiff 
corporation, of which he was the principal stockholder 
and to which he owed an affirmative duty to disclose all 
information with respect to patents, finances, production, 
and sales, all of which he steadfastly refused to do al- 
though repeatedly requesied to do so by the then Board 
of Directors and shareholders of the corporation, 


Wherefore, Plaintiff demands judgment as prayed for 
in the Complaint. 


REPLY TO COUNTERCLAIM IN DEFENDANT'S 
ANSWER 
Plaintiff, replying to the Counterclaim of Defendant, 
set forth in Paragraphs I to XL, inclusive, of the Answer 
filed, says: 


I 


Answering paragraph I, each of the allegations con- 
tained therein is expressly denied. 
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II. 


Answering paragraph II, each of the allegations con- 
tained therein is denied; the Agreement, plaintiffs Ex- 
hibit **A’’, having been drawn by defendant, speaks for 
itself. 


Til. 


Each of the allegations in paragraph III is specifically 
denied; the Agreement, plaintiff’s ISxhibit ‘*A’’, prepared 
by defendant and executed by him, speaks for itself. 

IV. 

Answering paragraph IV, plaintiff admits that defend- 
ant served as general manager from April 1, 1949, to 
sometime in February, 1957, but denies that he was dis- 
charged from employment. Plaintiff will further show 
that in addition to being general manager, defendant was 
secretary-treasurer of plaintiff corporation and its larg- 
est shareholder, at all times in a fiduciary relationship 
to the corporation, its various Boards of Directors and 
the shareholders. Further, that defendant was charged 
with an affirmative duty to disclose all phases of corpor- 
ate activity to the Board of Directors and to avoid a cal- 
culated course of self-dealing contrary to the best inter- 
ests of the corporation. 

V. 

Answering paragraph V, plaintiff denies that it has 
failed to pay any royalties due defendant and denies that 
any royalties were ever due under plaintiff’s Exhibit 
““A”, prepared and executed by defendant when he was 
secretary-treasurer, general manager, principal share- 
holder, and in a fiduciary relationship to plaintiff corpor- 
ation, its Board of Directors, and shareholders. Further, 
answering, plaintiff will show that the payments of Five 
Hundred and No/100 ($500.00) Dollars each in the months 
of March, April, and May, 1957, were made in reliance 
upon the false and fraudulent representations of defend- 
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ant that he had, in fact, taken out patents on applications 
filed in April, 1948, November, 1948, and December, 1949, 
and further represented that said specific patents covered 
certain products then being manufactured by plaintiff, 
North Branch Products, Inc., which representations were 
untrue. That plaintiff relied upon the false and fraudu- 
lent representations of defendant, who was at all times 
prior to February, 1957, not only the principal share- 
holder of the corporation, but its secreary-treasurer, and 
general manager in charge of finances, development, and 
each and every other minute detail of corporate activity. 
That defendant was charged with an affirmative duty to 
disclose all phases of corporate activity. That defendant 
was charged with an affirmative duty to disclose all phases 
of corporate business to the corporation which he consist- 
ently refused to do, although repeatedly requested to do 
so by the various Boards of Directors and shareholders. 
Plaintiff will further show that, after defendant volun- 
arily left the corporation, it was discovered that no pat- 
ents were, in fact, issued upon the applications referred to 
in the Agreement, plaintiff's Exhibit ‘‘A”’, and that the 
items covered by said patent applications were not, mn 
fact, being manufactured by plaintiff. 


VI. 


Answering paragraph VI, plaintiff denies failure to 
abide by any covenants in the Agreement, Exhibit **A’’, 
prepared and executed by defendant himself, which Agree- 
ment speaks for itself. 


VIT. 


In reply to paragraph VII, plaintiff denies that defend- 
ant is a legal and equitable title peldey of United States 
Patents Nos. 2,766,084; 2,744,424; 2,787,425; 2,543,840; and 
2,766,083, and denies that said patents or any other pat- 
ents were licensed under the Agreement, Exhibit ‘*.A’’, 
prepared and executed by defendants while he was prin- 
cipal shareholder, secretary-treasurer, general manager, 
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and in exclusive and complete charge of all aspects of 
plaintiff's corporate activities. Plaintiff will affirmatively 
show that no patents were ever issued upon the applica- 
tions referred to in the Agreement, Exhibit ‘‘A’’. 


VIL. 


Each of the allegations and conclusions of paragraph 
VIII is specifically denied. 


IX. 
Plaintiff admits the allegation of paragraph IX. 
X. 
Plaintiff admits the allegation of paragraph X. 
XI. 
Plaintiff admits the allegation of paragraph XI. 


XII. 


In reply to paragraph XII, each of the allegations 
contained therein is expressly denied. 


Wherefore, Plaintiff prays: 
1. That defendant’s counterclaims be dismissed. 


2. That a judgment be entered against defendant for 
any money, heretofore paid to him as royalties. 


€ 


3. For an accounting by defendant of his use of cor- 
poration funds, while secretary-treasurer and general 
manager of plaintiff, from April 1, 1949, through Febru- 
ary, 1957. 


4, For the relief enumerated in plaintiff’s Complaint. 


5. For an accounting by defendant of all stock of 
plaintiff corporation issued by him while secretary-treas- 
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urer to himself, members of his family by blood or marri- 
age, his agents, and attorneys. 
Dated: August 4, 1958. 
/s/ J. Harold Kileoyne, 
Attorney of Counsel for 
Plaintiff, 

Business Address: 

961 National Press Bldg., 

Washington, D.C, 


CROSS-CLAIM AGAINST DEFENDANT 


I. 


Paragraphs IT, III, IV, and V of plaintiff’s Complaint 
are incorporated herein by reference. 


Il. 


Should defendant be declared to be the owner of the 
patents enumerated in paragraph VIL of defendant's 
Counterclaim, then plaintiff contends that said patents 
and each of them are invalid and not infringed by plaintiff. 

Wherefore, plaintiff prays: 

1. That this Court decree that United States Patents 
Nos, 2,766,084; 2,744,424; 2,737,425; 2,545,840; and 2,766,- 
OS3 are invalid and void. 

2. That this Court decree that United States Patents 
Nos. 2,766,084; 2,744,424: 2,757,425; 2,543,840; and 2,766,- 
O83 are not infringed by plaintiff. 

3. That by way of further relief, the Court grant pre- 
liminary and final Injunctions enjoining and restraining 
defendant, his agents, employees, associates, devisees, and 
confederates from further asserting, contending, claim- 
ing, or alleging that said Patents Nos. 2,766,084; 2,744,- 
4245 2,737,425; 2,543,840; and 2,766,083, or any claim there- 
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of, have hitherto been or are now being infringed by plain- 
tiff. 

4. That plaintiff have judgment for its costs in this 
suit and for such other and further relief as may seem 
proper. 

/s/ J. Harold Kileoyne, 
Attorney of Counsel for 
Plaintiff, 
Business Address: 
961 National Press Bldg., 
Washington, D.C. 


Dated: August 7, 1958. 


DEFENDANT'S REPLY TO PLAINTIFF'S REPLY TO 
ANSWER; REPLY TO COUNTER-CLAIM; 
REPLY TO NEW MATTER IN ANSWER 
AND CROSS-CLAIM 


(Filed August 21, 1958) 


REPLY TO AFFIRMATIVE MATTERS SET FORTH 
IN PLAINTIFF’S REPLY TO NEW MATTER 
IN ANSWER 
Now comes W. Reuen Fisher, defendant in the above 
entitled action, and makes reply to the affirmative matters 
set forth in plaintiff's Reply to New Matter in Answer, 
and shows as follows: 


I. 


Answering affirmative matters set forth in paragraph 
III, the defendant denies each and every allegation and 
conclusion therein set forth. 


Wherefore, defendant demands judgment as prayed for 
in the Answer. 
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REPLY TO PLAINTIFF’S REPLY TO COUNTER- 
CLAIM IN DEFENDANT’S ANSWER 
Now comes Reuen Fisher, defendant in the above en- 
titled action, and makes reply to plaintiff's Reply to 
Counterclaim in Defendant's Answer, and shows as fol- 
lows: 


I. 


Answering affirmative matters set forth in paragraph 
IV, the defendant denies each and every allegation and 
conclusion therein set forth. 


IT. 


Answering affirmative matters set forth in paragraph 
V, the defendant denies each and every allegation and 
conclusion therein set forth. 


Il. 


Answering affirmative matters set forth in paragraph 
VII, the defendant denies each and every allegation and 
conclusion therein set forth. 

IV. 

Answering plaintiff's Prayers for Relief, defendant 
denies that plaintiff is entitled to an accounting for use of 
corporation funds and for stock issued by defendant since 
such an accounting is a separate cause of action over which 
this Court has no jurisdiction: and denies that plaintiff 
is entitled to any relief whatsoever or to any other relief 
specifically prayed for. 

Wherefore, defendant demands judgment and other 
relief as prayed for in his counterclaim. 
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REPLY TO PLAINTIFF’S CROSS-CLAIM AGAINST 
DEFENDANT 


Now comes W. Reuen Fisher, defendant in the above 
entitled action, and makes reply to plaintiff's Cross-Claim 
against defendant, and shows as follows: 


Ae 
In reply to paragraph I, defendant’s answers to plain- 
tiff’s paragraphs II, IIT, IV, and V of plaintiff’s Com- 
plaint are incorporated herein by reference. 
II. 
Answering paragraph IT, the defendant denies each and 
every allegation and conclusion therein set forth. 
Wherefore, defendant prays: 
1. That plaintiff's Cross-Claim be dismissed. 


2. That judgment and other relief as prayed for in his 
Counterclaim be granted defendant. 
/s/ Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 


/s/ Albert W. Rinehart, 
Counsel for Defendant, 
¢/o Lowry and Rinehart, 
1311 G. Street, N.W., 
Washington 5, D.C. 


August 21, 1958. 
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MOTION TO DISMISS 
(Filed September 9, 1958) 


Comes now the defendant by his attorneys, Robert G. 
Mentag and Albert W. Rinchart, and moves this Honor- 
able Court to dismiss the above entitled cause of action for 
the following reasons, to-wit: 


(a) This court does not have jurisdiction over the 
plaintiff and this action has abated because the plaintiff's 
corporate powers have been suspended, including the right 
to sue and the right to continue the business for which it 
was organized, in accordance with Michigan Compiled 
Laws of 1948, section 450.87, because it has failed to file its 
1958 annual report which was due in the office of the Mich- 
igan Corporation and Securities Commission on May 15, 
1958; and, 

(b) This court does not have jurisdiction over the 
plaintiff and this action has abated because the plaintiff 
has lost its corporate powers of existence for continuing 
the business for which it was organized, for the reason 
that its corporate franchise has become absolutely void in 
accordance with the provisions of Michigan Compiled 
Laws of 1948, section 450.91, in that it has failed to file an 
acceptable annual report for two consecutive years, as 
evidenced by the attached Certificate from the Michigan 
Corporation and Securities Commission, and marked Ex- 
hibit 1. 

/s/ Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 


/s/ Albert W. Rinehart, 
Counsel for Defendant, 
¢/o Lowry and Rinehart, 
1311 G. Street, N.W., 
Washington 5, D.C. 


Dated: September 9, 1958. 
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MEMORANDUM OF POINTS AND AUTHORITIES IN 
SUPPORT OF MOTION TO DISMISS 


In support of this Motion to Dismiss it is respectfully 
pointed out that the plaintiff is a Michigan Corporation 
and its right to sue depends upon the law of the incorpo- 
rating state, namely, Michigan, See Federal Rules of Civil 
Procedure, rule 17 (b), 28 U.S.C.A, and Sedgwick v. Beas- 
ley, U.S. Ct. of Appeals, Dist. of Col., 173 F.2d 918. 


In the present case the plaintiff has failed to file its 1958 
annual report in accordance with Michigan Compiled Laws 
of 1948, section 450.82, as amended in 1952, 1953 and 1954, 
which requires that the annual report shall be filed in 
duplicate on or before the 15th day of May of each year. 
The plaintiff's corporate powers have been suspended by 
such failure to file its annual report in accordance with 
Michigan Compiled Laws of 1948, section 450.87, which is 
cited in full hereinafter. See Newburgh Steel Co. v. Auto 
Steel Co., 288 Michigan Reports 156, and, Meldman Cartage 
Co. v. Fruchauf Trailer Co., 271 Michigan Reports 304. 


The plaintiff has further failed to file an acceptable 1957 
annual report and, accordingly, has not complied with the 
requirements to file annual reports for two consecutive 
years. The filing of an unacceptable annual report is not 
compliance with the requirement of filing an annual report 
since the report must be accepted by the Michigan Corpor- 
ation and Securities Commission before the requirement is 
fulfilled. See the case of Newburgh Steel Co. v. Auto Steel 
Co., 288 Michigan Reports, 156, wherein the filing of un- 
acceptable reports did not fulfill the statutory requirement. 
Accordingly, in view of the fact that the plaintiff has not 
filed an annual report for two consecutive years its charter 
is absolutely void, without any judicial proceedings what- 
soever, in accordance with Michigan Compiled Laws of 
1948, section 450.91, as cited in full hereinafter. See the 
attached certificate, marked defendant’s Exhibit ‘*1”, from 
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the Michigan Corporation and Securities Commission, as 
evidence of plaintiff's failure to file annual reports for two 
consecutive vears, This certificate was issued in accord- 
ance with Michigan Compiled Laws of 1948, section 617.19a. 


Mich. C. L. 1948, section 450.87. FATLURE TO 
FILE REPORT; SUSPENSION OF POWIRS, LIA- 
BILITY Of DIRECTOR OR TRUSTER. (1) If any 
corporation neglects or refuses to make and file the 
reports and/or pay any fees required by this act with- 
in the time herein specified, and shall continue in de- 
fault for ten days thereafter, unless the secretary of 
state shall for good cause shown extend the thine for 
the filing of such report or the payment of such fee, 
as the case may be, as provided in section ninety-one of 
this act, and (2) if such corporation shall continue in 
default for ten days after the expiration of such exten- 
tion, its corporate powers shall be suspended there- 
after, until it shall file such report, and it shall not 
maintain any action or suit in any court of this state 
upon any contract entered into during the time of such 
default; but nothing herein contained shall prevent the 
enforcement of such contract against the corporation 
by the other party thereto, and during the period of 
such suspension such corporation may exercise the 
power of disposing of and conveying its property and 
may settle and close its business. Any officer or officers 
of such corporation so in default who has neglected or 
refused to join in making of such report and/or pay 
such fee shall be liable for all debts of such corporation 
contracted during the period of such neglect or re- 
fusal.*? 


‘Mich. C. L. 1948, section 450.91, FAILURE TO 
PILE REPORT AND/OR PAY FEE: CHARTER 
VOID, PROFIT CORPORATION: EXTENSION OF 
TIME. If any profit corporation which has heretofore 
been, is now or may hereafter be required to file its 
annual report with and pay a privilege fee to the secre- 
tary of state, shall for two consecutive vears neglect 
or refuse to file such report and/or to pay such fee, 
the charter of such corporation shall be absolutely 
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void, without any judicial proceedings whatsoever, and 
such corporation shall be wound up in any manner pro- 
vided by this act unless the secretary of state shall for 
good cause shown extend the time for the filing of such 
report or the payment of such fee as the case may be. 
In case of extension of time as provided in this section 
the secretary of state shall file in his office a certificate 
showing the length of time granted by such extension: 
Provided, That in no case shall the total extension of 
time granted be more than one year: And provided 
further, That such extension of time shall be granted 
prior to the expiration of the time fixed in section 
ecighty-two of this act. The provisions of this act are 
hereby declared to be self-executing.” 


/s/ Robert G. Mentag, 

Attorney for Defendant. 
/3/ Albert W. Rinehart, 

Counsel for Defendant. 


DEFENDANT'S EXHIBIT 1 


UNITED STATES OF AMERICA 
THE STATE OF MICHIGAN 


Michigan Corporation and Securities Commission 
Lansing, Michigan 


To All To Whom These Presents Shall Come: 


I, Lawrence Gubow, Commissioner of the Michigan Cor- 
poration and Securities Commission, Do Hereby Certily 
That 

NORTH BRANCH PRODUCTS, INC., a Michigan cor- 
poration, filed Articles of Incorporation in this office on 
February 10, 1947. 

The corporation has filed all annual reports and paid the 


fees in connection therewith up to and including the 1956 
report. The 1957 report was submitted with proper fees 
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on May 7, 1958 but the report has not been accepted for 
filing by the Commission as of this date. The 1958 report 
which was due in this office on May 15, 1958 has not been 
submitted to date. 


This certificate is in due form and made by me as the 
proper officer and is entitled to have full faith and credit 
given it in every court and office within the United States. 


In testimony whereof, I have hereunto set my hand and 
affixed the Seal of the Commission, in the City of Lansing, 
this 5th day of September, 1958. 

/s/ Lawrence Gubow, 
Commissioner. 


OPPOSITION TO DEFENDANT'S MOTION 
TO DISMISS 
(Filed September 26, 1958) 

Defendant's motion seeks to dismiss the instant suit for 
lack of jurisdiction over plaintiff (a Michigan corporation) 
because of an alleged suspension and even complete loss of 
plaintiff's corporate powers. as would preclude it from 
maintaining the suit, for failure to file acceptable Annual 
Reports for the years 1957 and 1958 in accordance with the 
applicable Michigan statute. Defendant supports his mo- 
tion with a certificate dated September 5, 1958 of the Mich- 
igan Corporation and Securities Commission( defendant's 
Exhibit 1) and for case law relied on Newburgh Steel Co. 
y. Auto Steel Co., 288 Mich 156, 284 NW, 682, and Meld- 
man Cartage Co. v. Fruchauf, 271 Mich. 304, 259 NAW. 905, 


I) Defendant's motion to dismiss should be denied pro 
forma in view of the submission herewith of a current, cor- 
rected Certificate of the Michigan Corporation and Securi- 
ties Commission marked plaintiff’s Exhibit A, which, con- 
tary to the prior dated, incorrect certificate on which de- 
fendant relies, establishes that at all times between Febru- 
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ary 10, 1947 and September 16, 1958, North Branch Prod- 
ucts, Ine. (plaintiff herein) has filed all required annual 
reports and paid the fees in connection therewith, has been 
and is in good standing with the Michigan Corporation and 
Securities Commission, nad is authorized to transact busi- 
ness in Michigan; and of the additional filing herewith of a 
copy of a letter dated September 5, 1958 to North Branch 
Products, Inc. (plaintiff herein) over the signature of Ann 
Sawasky, Director of the Annual Report Division of the 
Michigan Corporation and Securities Commission (marked 
plaintiff's Exhibit B) bearing a longhand notation of said 
Ann Sawasky dated September 16, 1958 which, together 
with the principal letter, indicates that said Commission 
regarded final acceptance of plaintiff’s 1957 Annual Report 
as 2 minor matter which was held up only until such time as 
a change of address of North Branch Products, Ine, on the 
Commission’s records was properly made. 


It is submitted that the Michigan Corporation and Secur- 
ities Commission’s Certificate of September 16, 1958 taken 
with the letter of Ann Sawasky, Director of the Annual 
Report Division of the Commission, makes it abundantly 
clear that the plaintiff never neglected, refused or failed to 
file any reports and/or fees required of it by the law of the 
State of Michigan; that plaintiff’s corporate powers have 
not been lost or even suspended; and hence that it is fully 
able and entitled in law to maintain the present suit. 


II) The Michigan case law upon which the defendant 
relies is not controlling here because of the decisively dif- 
ferent fact situations on which they were bottomed. Thus, 
the Newburgh Case involved a foreign corporation (Ohio) 
rather than a Michigan Corporation, and the full text of the 
decision makes it clear not only that the corporate fees 
were not in fact paid at the time (August 1937) when plain- 
tiff filed its annual report, but also that, despite its respon- 
sible officer being informed at the time that the report would 
not be accepted, it took no action in filing an amended report 
or paying the fee until the following April (1958), just two 
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days before, as a plaintiff, it instituted the particular action 
on which the decision was rendered. The Meldman Case is 
even farther from the fact situation of the present case 
because the plaintiff there failed to file any annual report 
whatsoever. Actually the Meldman Case was decided solely 
on the ground that plaintiff made no compliance whatso- 
ever with its statutory duty of filing an annual report. 


III) While defendant’s Memorandum in support of the 
motion to dismiss accurately states the applicable Michigan 
statute, it is completely silent as respects two major points 
requiring consideration for any fair application of the 
statute, as follows: 


a)—Michigan is a substantial compliance state. R. C. 
Mahon Co. v. Molin, 252 Mich. 606, 235 NAW. 431: 1. J. 
3arry Coal Co. v. Moughten, 282 Mich, 547, 276 NW, 550. 


In the Mahon Case, the court, on a very similar fact 
situation as here involved, said: 


“The fee paid was sufficient and its first report was 
retained by the seeretary of State until the revised re- 
port was filed in lieu thereof, The first report was not 
acceptable in form to the secretary of State because 
plaintiff attempted to embody therein the annual re- 
port of a subsidiary company. Such a mere irregu- 
larity did not work a suspension of plaintiffs corpo- 
rate powers, expecially in view of the power vested 
in the secretary of State by Act No, 172, Pub, Acts 
1923, authorizing him to extend the time for filing the 
report. In the instant case there evidently was not a 
full compliance with the statutory requisites for grant- 
ing an extension of time: but even if it be assumed 
there was a default, we think the action taken by the 
secretary of State should be construed as the grant- 
ing of an extension as provided by the statute. The de- 
fense urged is technical and should not be unneces- 
sarily extended to enable one to escape liability.” 


In connection with the reference to the “secretary of 
State” in the above excerpt, it is explained that there has 
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been no basic change in the language of the pertinent Mich- 
igan statute from 1923 to date, except that at the present 
time report and compliance matters are handled by the 
Michigan Corporation and Securities Commission, rather 
than the Office of the Secretary of State. 


In the L. J. Barry Coal Case, the substance of the hold- 
ing was as indicated in headnote 3 of the reported decision: 


“A corporation’s failure to comply substantially with 
the statute relative to filing of annual reports and pay- 
ment of annual privilege fee results in the suspension 
of the power of the corporation to sue but where sub- 
stantial compliance with the statutes has been had cor- 
porate powers may not be suspended therefor.” 


The import of the above discussion is that, should any 
interpretation of the Michigan statute under discussion 
be deemed by this Court to be necessary, which appears 
improbable in view of the Commission's certificate of Sep- 
tember 16, 1958 (Plaintiff's Exhibit A), such should be 
given with the clear light of the rules (1) that the statute 
should be liberally construed, and (2) that the technical de- 
fenses based on an alleged non-compliance should not be 
unnecessarily extended to enable one to escape liability. 


b)—Plaintiff was not in default at either of the critical 
times when it entered into the obligation here sued on and 
when it instituted the present suit. 


Section 450.87 of the statute relied on by defendant here- 
in expressly states that in the event of a corporation de- 


faulting in its obligation to file report it shall not maintain 


“any action or suit in any court of this state upon any 
contract entered into during the time of such default.” 


Thus, even if it were possible to accept the validity of de- 
fendant’s argunent that plaintiff's corporate powers have 
been temporarily suspended under Section 450.87, it is 
clear that such default would not have precluded plaintiff 
from maintaining the present suit in its home state if there- 
in filed (this of course assumes that service could be ob- 
tained on defendant in Michigan), inasmuch as the contract 
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involved in the present suit was entered into at a time 
(1949) when even the defendant must admit that plaintiff 
was not in default. Further, the file in this case will show 
that the complaint initiating the present action was filed 
on April 21. 1958 when there was no question whatsoever 
of the plaintiff being in good standing as respects its cor- 
porate powers, 


The right of a corporation in default as respects filing 
its annual report with the Michigan Corporation and Se- 
curities Commission to sue on an obligation entered into 
prior to the time of being in default was recognized, at least 
inferentially, in J. H. Eastman Co. v. Beasley, 285 Mich. 
74+, 280 N.W. 115, wherein, on the last page of its decision, 
the court recognized the plaintiff's argument on this point. 
This Eastman Case decision is also authority for the rule 
that technical defenses such as here interposed should not 
be encouraged. 


/s/ J. Harold Kilcoyne, 
961 National Press Building, 
Washington 4, D. C., 
Attorney for Plaintiff. 


PLAINTIFF'S EXHIBIT A 


CA 1038-58 
United States of America 
THE STATE OF MICHIGAN 


Michigan Corporation and Securities Commission 
Lansing, Michigan 


To All To Whom These Presents Shall Come: 


I, Lawrence Gubow, Commissioner of the Michigan Cor- 
poration and Securities Commission Do Hereby Certify 
That 


North Branch Products, Inc., a Michigan corpora- 
tion, filed Articles of Incorporation in this office on 
February 10, 1947. The corporation has filed all annual 
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reports, paid the fecs in connection therewith, is in 
good standing in this office and is duly authorized to 
transact business in Michigan. This certificate is in 
due form and made by me as the proper officer and is 
entitled to have full faith and credit given it in every 
court and office within the United States. 
In testimony whereof, T have hereunto set my hand and 
affixed the Seal of the Commission in the City of Lansing, 
this 16th day of September, 1958. 


/s/ Lawrence Gubow 
Commissioner. 


PLAINTIFF'S EXHIBIT B 


CA 1038-58 
MICHIGAN CORPORATION AND SECURITIES 
COMMISSION 
300 East Michigan Avenue, P.O. Box 898, Lansing 4+ 
Telephone: TVanhoe 5-S144, Ext. 2891 

Corporation 
ams/jl 
September 5, 1958 
North Branch Products, Ine. 
Millington, Michigan 
Gentlemen: 


~ 


( 


On May 7, 1958, we received your 195% annual report 
with remittance in the amount of $618.50. 


Item 1(¢) on page 1 shows your registered office location 
as Millington, while our records show this to be 3961 Mill, 
North Branch. Has there been a change or is the report 
in error? Advise this office. If report is in error, send a 
letter authorizing us to correct the item to agree with our 
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records. We also suggest that you correct your file copy 
so that this error will not recur on future reports. 
Very truly yours, 
/s/ Ann Sawasky 
Director, Annual Report Division 
(Written in pen and ink diagonally 
across bottom of letter) : 
File chg in Ro 5.00 
Blks RO—+ Blks 
“ for 55— 
(Also): 
Corporation has now filed change in agent & Reg. office, 
which permits this Commission to accept for filing 
1957 report—also the 1958 report 
Ann Sawasky 
Director, Mich. Annual Reports 
9-16-58 


DEFENDANT'S AMENDMENT TO ANSWER 


(Filed October 1, 1958) 

Now comes W. Reuen Fisher, defendant in the above 
entitled action, and for further answer to the complaint 
filed in said action, pursuant to the order of court given 
in the hearing on said action on September 29, 1958, 
amends his answer as follows: 

After paragraph XVI of the answer, the following de- 
fense is added. 

XVII. 

The court lacks jurisdiction over plaintiff, because the 
plaintiff's corporate powers were suspended at the time it 
started the present action and it had no standing in court 
when the suit was started; and, further because the plain- 
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tiff’s charter has become absolutely void and its corporate 
powers lost since the start of the present action. 


/s/ Robert G. Mentag, 
Attorney for Defendant, 
2497 Book Tower, 
Detroit 26, Michigan. 
Counsel for Defendant: 


Albert W. Rinehart, 
¢/o Lowry and Rinchart, 
1311 G Street, N.W., 
Washington 5, D. C. 


Dated: October 1, 1958. 


ORDER DENYING MOTION TO DISMISS 
(Filed October 2, 1958) 


This cause coming to be heard in open court on Septem- 


per 29, 1958 upon defendant's Motion to Vacate Plaintiff's 
Notice to Take Deposition and the Court being sufficiently 
advised that the grounds of said Motion are not sound, 
it is hereby ordered: 


1) That said Motion be denied; and 


2 That in view of said Motion having voided Plaintiff's 
Notice to Take Leposition filed August 7, 1956, plaintiff's 
taking of defendant's deposition shall proceed on the basis 
of a supplemental Notice to Take Deposition to be given 
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defendant in accordance with the Federal Rules of Civil 
Procedure. 
/s/ Edward M. Curran, 
United States District Judge. 
For the Plaintiff: 
Albert W. Smith, 
301 Bearinger Building, 
Saginaw, Michigan. 
J. Warold Nilcoyne, 
961 National Press Building, 
Washington 4, D. C. 
For the Defendant: 
Robert G. Mentag, 
3437 Book Tower, 
Detroit 26, Michigan. 
Albert W. Rinehart, 
¢/o Lowry and Rinehart, 
1311 G Street, N.W,, 
Washington 5, D.C. 


October 2, 1958. 


PRE-TRIAL PROCEEDINGS 
(Filed November 9, 1959) 
PLAINTIFF'S STATEMENT OF NATURE OF CASE 


The present action secks to establish title in P in and 
to all patent applications, and patents issuing thereon, filed 
by D subsequent to April 1, 1949 covering and/or relating 
to P’s line of products and its activities. 


P is a Michigan corporation whose principal business 
since April 1, 1949 was the manufacture and sale of a line 
of tool products and accessories used in machine drilling. 


D was one of the founders of the P corporation as it is 
presently constituted, and for the period between April 1, 
1949 and February 17, 1957 was a principal stockholder, 
Director, Secretary-Treasurer and General Manager in 
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substantially complete charge of production and sales, and 
more particularly of research, development and engineer- 
ing. 

Subsequent to his becoming associated with P corpora- 
tion an officer and Director and being designated General 
Manager thereof as aforesaid, D executed a patent con- 
tract in favor of P by which he gave P certain rights in 
three alleged patent applications filed by him prior to April 
1, 1949. The record establishes that, rather than three ap- 
plications, D had filed only two such applications, of which 
one was later abandoned and the second matured into pat- 
ent No. 2,543,840 providing no coverage for and only in- 
directly related to the products manufactured and sold by 


Pp. 


A copy of said patent contract is attached to the com- 
plaint and is referred to in the proceeding as Exhibit A. It 
was drafted by D personally and it makes no reference 
whatsoever to improvements inventions. 


Subsequent to April 1, 1949 and during the period of his 
association with and employment by P as aforesaid, D filed 
numerous additional patent applications covering and/or 
directly related to products manufactured and/or adver- 
tised for sale by P, on which D has to date been granted 
patents Nos. 2,737,425, 2,744,424, 2,766,083, 2,766,084 and 
2852 2) * 


ed gedaan 


During the period of his association with and employ- 
ment by P as aforesaid, D refused to give any information 
whatsoever to other officers and/or Directors of P with re- 
spect to the status or progress of any of his aforesaid ap- 
plications for patent including those mentioned in’ the 
aforesaid contract (xhibit A). 

On or about February 17, 1957, P either discharged 
and/or relieved (this ix in dispute) D of his duties as Gen- 
eral Manager, whereupon D resigned as Director and Sce- 
retary-Treasurer, and on July 8, 1957 gave notice of termi- 
nation of said patent contract (Exhibit A) because of the 
alleged breach thereof by P for failure to make royalty 


*Issued since filing of complaint—amend pleadings to include same. 
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payments as therein provided and his intention to institute 
suit against P for collection of said royalties and damages 
for P’s alleged use of his patent from that date on. 


P asserts (a) by virtue of D’s fiduciary relationship with 
P corporation created by his being an officer and Director 
thereof, and (b) further by virtue of his position in said 
corporation as General Manager in charge of production, 
research, development, engineering, ete., and (¢) further 
because the inventions of D’s patent applications filed sub- 
sequent to April 1, 1949 were developed by D on company 
time and with the use of company machines, material and 
employees, and paid for at least in part by P, that it (P 
corporation), in the absence of an express waiver thereof, 
ix the owner of all such inventions and of the equitable 
and legal title in and to any and all said patent applications 
on said inventions (and patents issuing thereon) filed by 
D subsequent to April 1, 1949 covering and/or relating in 
any way to P’s products or business activities. 


D's position or theory of the case, which as appears 
from the pleadings and proceedings to date is that the pat- 
ent contract (Exhibit A) was a Heense as distinguished 
from an outright assigninent of the patent applications 
mentioned therein and was intended by him and P to cover 
so-called “improvements” or “improvement inventions” 
that might be developed by him during the course of his 
association with and employment by the P corporation as 
aforesaid and hence that said corporation is now in the 
position of a mere licensee with respect to patent applica- 
tions (and patents issuing thereon) filed by D subsequent 
to April 1, 1949, is untenable on the facts and improper in 
law for the following reasons: 


a) Having himself drafted the patent contract (Ex- 
hibit A) after he became an officer and Director of 
the P corporation, said contract must be strictly 
construed against him. 


b) D's present attempt to change and extend by pa- 
role evidence the scope of said patent contract (Ex- 
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hibit A) violates the parole evidence rule of the 
State of Michigan.** 


D’s present attempt to change and extend by parole 
evidence the patent contract (Exhibit A) to make it 
cover and apply to inventions subsequently de- 
veloped by him while he was an officer of the P cor- 
poration and General Manager in charge of pro- 
duction, research, engincering, development, ete., 
violates the applicable rule of law of the State of 
Michigan to the effect that a person holding a posi- 
tion of trust with a corporation must not only sub- 
ordinate his personal interests to those of said cor- 
poration but also will not be permitted to put him- 
self in a position in which his personal interests 
may come in conflict with his overriding duty to 
said corporation.*** 


P’s Succrstions For AMENDMENT OF PLEADINGS 
Amend Complaint, paragraph VIT, to correctly state 


patent number as 2,543,840 and to add patent No. 2,852,322 
which issued to D since filing of Complaint. 


Amend P’s “Reply to New Matter in Answer” to add the 
following: 


“TV, In reply to paragraph XVI of Defendant’s An- 
swer, Plaintiff denies each of the allegations contained 
therein.” 


**Vol, II, Michigan Law and Practice Encyclopedia, Parole or Ex- 
trinsic Evidence Affecting Writings; Vol. 6, Michigan Law and Practice 
Encyclopedia, Section 147, page 414, Questions of Law and Fact. 


***L. A. Young Spring & Wire Corp. v. Falls et al., 307 Mich. 69 
(Sup. Ct. Mich. 1943); 11 N.W. (2) 929. 


Pre-Trial Conference 
P’s Succestions For SimmMpuiricaTion oF Issves 


As to D's Counterclaim, P admits that it has manufac- 
tured and is continuing to manufacture the claimed inven- 
tion of certain of the Fisher patents, but denies infringe- 
ment for the reason that the owner of a patent cannot in- 
fringe his or its own patent. 


P also suggests that this is not a proper forum to try 
out infringement questions since P is a Michigan corpora- 
tion having its principal and in fact only place of business 
in Michigan. 


If it is held to be proper to try out the infringement 
question here, P will maintain the defense of invalidity of 
the Fisher patents held to be infringed, as included in P’s 
Cross-Claim; otherwise P will withdraw its defense of non- 
validity. 

Respectfully submitted, 
/s/ J. Harold Kilcoyne, 
Attorney for Plaintiff. 


PRE-TRIAL CONFERENCE 
(Filed November 20, 1959) 


DEFENDANT'S STATEMENT OF NATURE 
OF CASE 


The present action is a common-law equity action by P 
to determine ownership of a number of patent applications 
and patents issuing thereon, filed by D subsequent to April 
1, 1949, relating to bushings and bearings. 


D worked in the bushing field from 1919 to February 17, 
1957 at which time he was discharged from P corporation. 
D was connected with a bushing company, Universal En- 
gineering Co. of Frankenmuth, Michigan, for 20 years as 
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an incorporator, officer and Director. D resigned as Man- 
ager from Universal Engineering Co. in 1946. D has been 
a technical resident of Canada since January 1946, approxi- 
mately 3 years before acquiring interest in P. Between 
January 1946 and March 23, 1949 D was a Director for 
Universal Eng. In early part of 1949 D deveioped a coiled 
bushing and one Dr. Swanson, President of Pl. convinced 
D that he could raise the money to produce and sell it. 
Dr. Swanson interested 4 other initial stockholders, and a 
verbal understanding was reached between D and the other 
incorporators as to D's employment and patent rights rela- 
tive to the company to be formed and which included 1's 
acceptance of becoming a stockholder and Director. In- 
stead of forming a new company it was determined that it 
would be better to take over an established company hav- 
ing a building and some machinery. Accordingly, all the 
stock of prior P corporation which had been formed in 1937 
to produce sheet metal stampings, was purchased on April 
1, 1949 by D, Dr. Swanson and others. P's minute book 
of first corporate meeting on April 1, 1949 shows that “The 


patent license agreement between W. R. Fisher and the 
company was approved, W. R. Fisher was instructed to 
present contracts for patents at the next inveting.” P's Ex- 
hibit “A” contract was accordingly prepared by D, and 
Dr. Swanson signed it as President of P. 


D served as See-Treas. of P. from April 1, 1949 to De- 
cember 1954 when he resigned as Secretary-Treasurer and 
Manager. D tried to resign as a Director but it was not ac- 
cepted at this time. In December 1954 D retained one Mr. 
Albert A. Smith, an attorney to represent him before P’s 
3oard of Directors relative to problems involving the pat- 
ent license agreement, P's Exhibit "A", and his relations 
to P. Mr. Smith helped to settle D's difficulties with the 
Board of Directors, advised D that his patent contract 
was adequate and drafted a further sales contract between 
D, P and Revere Fisher Engineering Co., the sales outlet 
for P. Mr. Smith took 250 shares of P stock for pay- 
ment of his services rendered to D personally from 12-S- 
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54 to 1-22-55. Mr. Smith eventually wound up on the Board 
of Directors and an officer and was the attorney for P 
who directed the tactics for discharging D on February 17, 
1957 and initiating the present action. 


3etween Deeember 1954 and May 1956, D served only as 
Sales Manager. From May 1956 to October 31, 1956, D also 
served again as General Manager and Secretary- lreasurer. 
At Board meeting of P on December 2, 1956, D was re- 
instated as General Manager, At Board meeting of De- 
ecember 16, 1956, P directors voted 33,200 shares of $1.00 
per share value to D for consideration of all obligations of 
P to D as of December 15, 1956. On February 17, 1957, the 
P Board discharged D. The Michigan Employment Com- 
mission ruled the relieving of D as general manager was 
a discharge. After discharge P Directors ruled that D owed 
P for the 33,200 shares they had previously granted to 
him. 


Since his discharge D has lived in Canada and has in no 
way interfered with P's operations. D has made no de- 


mands from P’s customers nor has he advised any of P’s 
customers that P was involved in a patent dispute. 


After his discharge in February 1957, P paid D $500.00 
royalty for March, 1957, $500.00 for April, 1957, $500.00 for 
May, 1957 and then P stopped the royalty payments. D 
wrote a letter to P on June 26, 1957 asking him for the 
June 1957 royalty payment. When he did not hear from 
P by July $, 1957 D sent a letter terminating the license 
agreement and giving notice of a proposal to start suit 
for unpaid royalties and damages for unlawful use from 
that date forward. 

Mr. Smith by letter dated March 9, 1957 told D that 
“royalties will be paid” under the license of P’s Exhibit 
“A.” After P stopped paying royalties Mr. Smith sent a 
letter dated June 4, 1957 telling D that P would escrow fur- 
ther monthly payments. On April 21, 1958, P started the 
present action, Smith testified in the taking of his Depo- 
sition that P never escrowed any royalties. 


48a Pre-Trial Conference 


D contends that the license agreement, P’s Exhibit “A”, 
was extended by P’s acts. P operated under D’s patents 
and patent applications and ratified the extension to the 
contract, to cover improvements and further developments 
of D’s bushing, by means of P’s payments of royalties and 
other acts of the Board which lead D on and on to Febru- 
ary 17, 1957 when he was discharged. 


D’s position relative to the patent license, P’s Exhibit 
“A” is not violative of Michigan's parol evidence rule. “Tt 
is competent for parties to a written contract to add to, 
take from or modify the terms thereof by subsequent agree- 
ment and testimony of such agreement does not infringe 
the rule excluding parol proof varying the terms of a writ- 
ten contract.” Kennedy v. Lynch Timber Co., 227 Mich. 
269, 198 N.W. 985 (1924). See also Jacob v. Cummings, 213 
Mich, 373, 182 NW. 115 (1921). 

D contends that the patent license P’s Exhibit “A” super- 
sedes and controls any alleged ficuciary duty relative to 
P and rights to D’s inventions. The case of L, A. Young 


Spring & Wire Corp. v. Falls, ct al., 307 Mich. 69 cited by 
P in his Pretrial Statement is not in point with the present 
vase, both in facts and law. Cases more in point are De- 
troit Testing Laboratory v. Robinson, 221 Mich. 442; and 
Gear Grinding Machine Co. v. Stuber, 282 Mich. 455. See 
also 16 ALR 1177, 1181 and supplemental annotations. 


D has counter claimed for royalties, damages for in- 
fringement, and a permanent injunction restraining P from 
infringing D's patents, Nos. 2,766,084; 2744424: 2,737,425; 
9 766,083 and 2.543.840, D's counterclaim is a compulsory 
counterclaim under F.R.C.P. 15(a). 


D contends that P’s cross-claim for invalidity and non- 
infringement should be stricken since it is contradictory to 
its cause of action stated in the bill of complaint. If the pat- 
ents are invalid and worthless then the questions of title 
thereto and non-infringement thereof become unimportant 
and the court’s time is being wasted by pursuing them. 
P's cross-claim cancels out the cause of action set forth 
in P’s bill of complaint. 
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D contends P should he ordered to produce P’s Minute 
Book which was used during taking of Dr. Swanson’s depo- 
sition and marked Defendant’s Exhibit #2. A stipulation 
that P would produce this book for trial is set forth on p. 
151 of the Swanson Deposition. 


D asks the Court to order P to produce at the trial the 
following listed officers, directors and/or managing agents 
under the provision of F.R.C.P. 43(b) providing for the 
calling of these witnesses: 


Mr. Albert A. Smith, See. & Director 

Dr. I. C. Swanson, Pres. & Director 

Mr. Raymond J. Kane, Shop Superintendent 

Mr. Carl Lieberz, Gen. Manager and Sales Manager. 

P in its Pre-trial statement admits it has manufactured 

and is continuing to manufacture under certain of D's pat- 
ents, and D asks the Court to order P to specify which 
patents P is referring to in its admission of infringement. 


D asks P to state on the Pre-trial record when the al- 


leged fiduciary relationship began between P and D. 


PRE-TRIAL STATEMENT OF THE DISTRICT COURT 
(Filed November 20, 1959) 


North Branch Products, Ine. 1033-58 
Fisher November 5, 1959 

This is an action for declaratory judgment to establish 
the P's claim to patents on certain inventions made by the 
defendant. The basis of the action is that the inventions 
were made while the defendant was an officer or an em- 
ployee of the plaintiff and was in a fiduciary relationship 
to it, and the inventions related to his work as an officer 
or employee. 

The claim covers pending applications as well as issued 
patents. 

Details are stated in annexed statement. 
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Service of process of the defendant was made by pub- 
lication pursuant to 85 US Code 293. D contends that this 
section does not apply and should be limited to actions in- 
volving validity and infringements of patents. 


D claims that under Michigan laws P lost its capacity to 
sue by failure to file annual reports. 


The P produces a certificate of the authorities of Michi- 
gan certifying that the P has capacity to sue, This point 
was raised by motion to dismiss and was decided adversely 


to the defendant. 


D contends that he is the sole owner of the patents and 
applications claimed by P, but concedes that P had an ex- 
clusive license under said patents and applications under 
the patent agreement, Exhibit A attached to the complaint, 
provided P made certain royalty payments stipulated in 
said agreement. 


This agreement was entered into between P and D on 
April 5, 1949, which is subsequent to the date D became 
associated with the P Corporation, and the last payinent 
thereunder was made in May, 1957, and none has been 
made since. D claims that the patent agreement became 
terminated by this failure to pay. 


The patent agreement expressly mentions only patent 
applications filed by D prior to his association with the P 
Corp. and is silent as to improvements or improvement 
inventors. However, D contends that the license agreement 
was 2 reduction to writing of a prior verbal agreement and 
was intended to cover improvements. 


P claims, on the other hand, that there was no obligation 
to make the payments on the ground that the agreement 
was limited to certain inventions and did not extend to 
improvements. 


D counter claims for patent infringement, as to six of 
the patents from the date of the termination of the license 
agreement. D claims that the infringement consisted in 
the manufacture by the P of bushings and bearings cov- 
ered by the patents. 
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P coneedes that it makes devices covered by certain of 
the patents, but says that it owns the patents, and there- 
fore does not infringe. 

The P abandons prayers for relief, #2, 3 and 5, con- 
tained in the reply to the counterclaim. P abandons the 
so-called ‘Cross Claim against Defendant’’. 


It is stipulated that documents initialed by the Pre-trial 
Judge may be admitted in evidence without formal proof 
subject to objections as to relevancy and competency, 


It is stipulated that Exhibit A attached to the complaint 
may be admitted in evidence without formal proof subject 
to objection as to relevancy and competency. 


It is stipulated that minutes books of the P corporation 
may be admitted in evidence without formal proof subject 
to objection as to relevancy and competency. 


It is stipulated that the fiduciary relationship between 
the P and the D began on April 1, 1949. 


November 20, 1959. 


DEFENDANT’S MOTION TO AMEND PLEADINGS 
(Filed November 30, 1959) 


Comes now the defendant in the above entitled action, 
W. Reuen Fisher, by his attorneys, Robert G. Mentag and 
Albert W. Rinehart, and moves for leave of Court to amend 
his Answer to the Complaint to add a further defense that 
the statute of limitation has run against any cause of 
action arising under any alleged fiduciary relationship be- 
tween the parties hereto since the plaintiff has admitted 
at the Pre-Trial in this action that the alleged fiduciary 
relationship began on April 1, 1949, and the Michigan 
Statute of Limitation for Personal Actions, Compiled Laws 
of Michigan, Section 609.13, which is controlling in this 
case since the alleged cause of action arose in Michigan, 
states that all personal actions shall be commenced within 
6 years next after the causes of action shall accrue, and, 
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in the instant ease, the 6 year period expired on April 1, 
1955, and defendant was still connected with plaintiff dur- 
ing the statutory 6 year period and available for service 
of process for any action started by plaintiff if it so de- 
sired. 


This motion has been promptly brought since the de- 
fendant did not know when the plaintiff's alleged fiduciary 
relationship started until plaintiff admitted during the 
Pre-Trial of this action that it started on April 1, 1949. 


Albert W. Rinehart, 
Attorney for Defendant, 
c/o Lowry & Rinehart, 
1311 G. Street, N. W., 
Washington 5, D.C. 


Robert G. Mentag, 
Attorney for Defendant, 
34387 Book Tower, 
Detroit 26, Michigan. 


MOTION TO DISMISS FOR LACK OF JURISDICTION 
OVER THE SUBJECT MATTER 


(Filed November 30, 1959) 


Comes now the defendant in the above entitled action, 
W. Reuen Fisher, by his attorneys, Robert G. Mentag and 
Albert W. Rinehart, and moves to dismiss the above en- 
titled action because it appears upon the face of the com- 
plaint that the court lacks jurisdiction of the subject mat- 
ter of the action, in that: 


1. The plaintiff alleges in paragraph IT of its bill of 
complaint that the court has jurisdiction of the subject mat- 
ter of this action under 28 U.S.C. Section 1338, however, 
this action is not an action arising under the patent laws 
of the United States but is a common-law equity action 
or a non-federal action arising from plaintiff's alleged 
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right to the title of certain of defendant’s patents and 
patent applications because of a previous employer-em- 
ployee relationship between the parties hereto, including 
a patent license contract between the parties hereto, and 
the circumstances surrounding said relationship and con- 
tract, and, this court does not have jurisdiction over the 
present non-federal cause of action. 


2. The plaintiff alleges in paragraph V of its bill of 
complaint that the court has jurisdiction of the defendant 
under 35 U.S.C. Section 293, of the 1952 Patent Act, how- 
ever, it is submitted that section 293 does not give the 
court personal jurisdiction over the defendant, nor does 
it give the court jurisdiction over the subject matter of 
this action as an action founded on diversity of citizenship, 
since it is submitted that section 293 is a service statute 
only and merely provides a situs for patents owned by 
non-resident patentees, since patents are personal prop- 
erty and the situs follows the patentee, for a proceeding in 
rem arising under the patent statutes or laws of the United 
States. 


3. The plaintiff alleges in paragraph I of its bill of 
complaint that this is an action to secure a declaratory 
judgment, pursuant to 28 U.S.C, Section 2201, for the 
purpose of determining the ownership of certain patents, 
however, the aforecited declaratory judgment statute is 
a procedural statute and does not provide the court with 
jurisdiction over the subject matter of this action. 


In view of the foregoing, it is respectfully submitted 
that 35 U.S.C. Section 293 does not apply to the present 
common law equity action for title to patents, and that it 
only applies to actions involving validity and infringements 
of patents, and, accordingly, that this Honorable Court 
does not have jurisdiction over the subject matter of this 
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action and the Court should quash the service in this case 
and dismiss this action with costs eranted to the defendant. 


Respectfully submitted, 


Albert W. Rinehart, 
Attorney for Defendant, 
¢/o Lowry & Rinehart, 
1B1L G. Street, N. W., 
Washington 5, D. C. 


Robert G. Mentag, 
Attorney for Defendant, 
3487 Book Tower, 
Detroit 26, Michigan. 


Dated: November 30, 1959. 


MEMORANDUM OF POINTS AND AUTHORITIES IN 
SUPPORT OF MOTION TO DISMISS FOR 
LACK OF JURISDICTION OVER 
THE SUBJECT MATTER 


This motion has been made by leave of Court granted 
upon an oral motion made to the Court during the Pre- 
Trial of this case. 


It is submitted that the Court properly gave defendant 
leave to file the instant motion. It is well settled that 
jurisdiction of federal courts over the subject matter of 
an action cannot be conferred by waiver and is always 
open for consideration, and when such lack of jurisdiction 
is brought to the attention of the trial court, it should de- 
cline jurisdiction even though the question be not urged 
by cither party. Kansas-Nebraska Natural Gas Co, v. 
City of St. Edward, Neb, C.A. Neb. 1956, 284 F. 2d 456, 
Furthermore, a court is bound to raise the question of juris- 
diction over the subject matter on its motion even if the 
issue is not placed before it. U.S. v. Sobell, D. C. N. Y., 
1956, 142 F. Supp. 615, affirmed 211 F, 2d 520, Cer. Den. 
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78 S. Ct. 120, 355 U. S. 873, 2 L. Ed. 2d 77. The parties to 
an action cannot confer jurisdiction upon the Court, and 
the court itself cannot acquire jurisdiction if proper juris- 
dictional requirements are lacking. Bartron v. Delaware 
River Joint Toll Bridge Commission, D.C.N.J. 1954, 120 
F. Supp. 337, affirmed 216 J*. 2d 717, cer, den, 75 8. Ct. 
364, 348 UL S. 943, 99 L. Ed. 738, rehearing denied 75 8. 
Ct. 530, 348 U.S. 977, 99 L. Ed. 761. Where jurisdiction 
of federal district court to act depends upon interpretation 
of statute which is alleged by one of the parties to pre- 
clude taking of jurisdiction, court has authority in the first 
instance to construe the statute in order to find answer to 
the jurisdictional question posed. Herzog v. Parsons, C.A. 
D.C. 1950, 181 F.2d 781, cer. den, 71.8. Ct. 37, 340 U.S. 
$10, 95 L. Ed. 596. 


ParnaGrapy Oxr or Motion 


The pleadings in the instant action show that the plain- 
tiff is a Michigan corporation and that the defendant is a 
resident of Canada. The pleadings also show that the de- 
fendant is the owner of the legal title of certain patents 
and that the plaintiff secks a decree of the court adjudging 
the plaintiff to be the owner of said patents and patent 


rights. 


There is no allegation of diversity of citizenship or statu- 
tory amount in the pleadings so that the court cannot be 
considering a diversity action, 


The plaintiff alleges in paragraph IT of its bill of eom- 
plaint that the court has jurisdiction of the subject matter 
of this action under the Judicial Code, 28 U.S.C., Section 
1338, and this section reads as follows: 

1338. Patents, copyrights, trade-marks, and unfair com- 

petition. i 


(a) The district courts shall have original juris- 
diction of any civil action arising under any 
act of Congress relating to patents, copy- 
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rights and trade-marks. Such jurisdiction 
shall be exclusive of the courts of the states 
in patent and copy-right cases. 


The district courts shall have original juris- 
diction of any civil action asserting a claim 
of unfair competizion when joined with a sub- 
stantial and related claim under the copy- 
right, patent or trade-mark laws. 


The plaintiff also states in paragraph I of its bill of 
complaint that this action is to secure a declaratory judg- 
ment for the purpose of determining the ownership or title 
of certain patents, and, in paragraph VIE of its bill of 
complaint it also asks for title of any other patent applica- 
tions pending on the part of the defendant. In short, the 
plaintiff is seeking title to patents and patent applications 
and it is well settled that an action to have title to patents 
declared to be the property of a plaintiff is not an action 
arising under the patent laws so as to give a Federal Dis- 
trict Court jurisdiction of the subject matter, and the case, 


in absence of diversity of citizenship. Eckert v. Braun, 
D. C. Wis. 1945, 62 F. Supp. 264, aflirmed 155 FP. 2d 517, 
In the present case jurisdiction is alleged to be based solely 
on the Patent Laws, namely 28 U.S.C. 1838. See also Dill 
Mfe. Co. v. Goff, C.C.A. Ohio, 1942, 125 I, 2d 676, cer. den. 
63S. Ct. 77, 317 U.S. 672, 87 L. ed. 540. 


The instant case regarding title to patents and patent 
applications may involve 2 “question” regarding patents 
but not a “case” arising under the patent laws and this is 
well settled patent law. See e.g., Hartell v. Tilghman, 99 
U.S. BAT (1878): Dale Tile Mfg. Co. v. Hyatt, 125 U.S. 

1888); White v. Rankin, 144 U.S. G28 (1892): Pratt 
vy. Paris Gas Light & Coke Co., 168 U.S. 255 (1897) ; Henry 
vA. B. Dick Co. 224 U.S. 1 (1912) (not overruled on 
the jurisdictional point); Luckett v. Delpark, Inc. 270 
U_S. 496 (1926). 


In the present case the cause of action stated in the bill 
of complaint is a common law equity action to determine 
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title to patents and patent applications, and such is not an 
action arising under the patent laws. Binger v. Unger, 
D.C. N.Y. 1946, 6 F.R.D. 44. The question of jurisdiction 
of federal courts must be determined from the face of the 
complaint. Barnhart v. Western Maryland Ry, Co., C.C.A. 
Mad. 1942, 128 I. 2d 709, cer, den. 63 8S. Ct. 75, 517 U.S. 
671, 87 LL. Fed. 538. 


In view of the foregoing it is respectfully submitted 
that the plaintiff's bill of complaint does not set forth an 
action arising under the Patent Laws of the United States. 


The defendant’s counter claim for infringement does not 
give the court jurisdiction over the subject matter of this 
action since the jurisdiction must be based on the cause of 
action set forth in the bill of complaint as set forth here- 
inabove. Furthermore, the counter claim was based on the 
erroneous assumption that the court had jurisdiction of 
the subject matter of the plaintiffs alleged cause of action 
and that the counter claim arose out of the same transaction 
and was a compulsory counter claim. 


Paracrarn Two or Motion 


The plaintiff alleges in paragraph V of its bill of com- 
plaint that the court has jurisdiction of the defendant under 


35 U.S.C., Section 293 of the Patent Statutes and this see- 
tion reads as follows: 


293. Nonresident patentee; service and notice. 


Every patentee not residing in the United States 
may file in the Patent Office a written designation 
stating the name and address of a person residing 
within the United States on whom may be served 
process or notice of proceedings affecting the pat- 
ent or rights thereunder, If the person designated 
cannot be found at the address given in the last 
designation, or if no person has been designated, 
the United States District Court for the District 
of Columbia shall have jurisdiction and summons 
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shall be served by publication or otherwise as the 
court directs. The court shall have the same juris- 
diction to take any action respecting the patent 
or rights thereunder that it would have if the pat- 
entee were personally within the jurisdiction of 
the court. 


{t is respectfully submitted that plaintiff is in error 
in making such allegation. Section 293 of the Patent Stat- 
utes does not give the court personal jurisdiction over the 
defendant so as to set up jurisdiction over the subject mat- 
ter of this action by way of diversity of citizenship. Juris- 
diction under Section 293 is limited to an ‘in rem’ de- 
termination respecting patents and rights thereunder, and 
not patent applicttions. It is submitted that Section 293 
does not apply to actions involving rights to patents and 
patent applications since such actions require in personam 
jurisdiction. See Webster-Chicago Corp. v. Holstensson, 
132 F. S. 287, D-C.D.C. 106 U. S. P,Q. 127, and Consoli- 
dated Trimming Corp. v. Loudon, D.C.D.C. 106 U. S. P. Q. 
87. 

It is submitted that section 293 of the Patent Act of 
1952 merely gives a situs for patents owned by non-resi- 
dent patentees, but not patent applications, for a proceed- 
ing in rem arising under the patent laws of the United 
States. 35 U. S. C. A, Section 261 of the Patent Act of 
1952, states that ‘‘Patents shall have the attributes of per- 
sonal property.” Section 293 merely brings the personal 
property in patents belonging to non-resident patentee to 
a situs in the United States for a case arising under the 
patent laws. 


It is submitted that section 293 does not include actions 
for title to a patent. The word ‘‘thereunder” is defined’ by 
Webster’s New International Dictionary, Second Edition, 
1959, as ‘‘Under that, less than; fewer, as in number, in 
subordination; in a lower position or rank, ete.”. The same 
Dictionary defines ‘‘thereto” as “To that; as, with all the 
appurtenances”. From the foregoing definitions it is sub- 
mitted that if the Congress meant to include actions in- 
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volving rights to the title of a patent that it would have 
used the words ‘rights thereto” instead of and/or in ad- 
dition to the words ‘trights thereunder”, It is submitted 
that the words “rights therennder” are used in section 293 
to inecan rights in subordination to the patent. Tor ex- 
ample, a party asking for a declaratory judgment to have 
declared his rights velative to inftingement and validity 
of a patent, that is, that he docs not infringe or the patent 
is invalid. 

It is submitted that Congress did not intend to upset 
and change the prior patent law regarding an action for 
title to a patent, as set forth in the Pratt v. Paris Gas 
Light case, as not being “a case arising under the patent 
laws of the United States.” It would be absurd to say 
that Congress intended such a result when the patentee 
vas a non-resident but not when the patentee was a resi- 
dent of the United States since a case for tile against a 
resident patentee could not be brought under 28 U.S.C. 
1338, It is submitted that Congress did not intend to en- 
large the jurisdiction of the subject matter or actions aris- 
ing under the Patent laws but merely intended to give the 
patent, which is personal property, a situs for ino rem 
actions against the patent and not the patentee personally. 
There are no words in scetion 293 denoting any enlarging 
of the Federal Jurisdiction of District Courts under the 
Patent Statutes, Reference is made on this point to the 
Journal of the Patent Office Society, October, 1955, Vol. 
XXXVI, No. 10, to the article The New American Patent 
Act in the Light of Comparative Law: Part [1 By Stefan 
A. Riesenfeld, Professor of Law, University of California, 
in which Professor Riesenfeld says: 


The patent act carefully refrains from any general 
regulation of jurisdiction over controversies involy- 
ing patents and contains only one special venue pro- 
vision, Such jurisdiction therefore is controlled by 
the Revised Judicial Code which confers upon the dis- 
trict courts exclusive original “jurisdiction of any civil 
action arising under any Act of Congress relating to 
patent * * *.” The distribution of jurisdiction be- 
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tween state courts and federal courts under this pro- 
vision or its predecessors has formed the subject of 
a long series of adjudications by the Supreme Court 
which started with Wilson v. Sanford, and has been 
reviewed from time to time by the court. Generally 
speaking it is settled that the jurisdiction depends on 
the allegations and the relief prayed for in the com- 
plaint. If the complaint directly attacks the validity 
of a patent or seeks redress against a violation of 
the patentec’s rights flowing from his monopoly, the 
federal courts have exclusive jurisdiction; but, unless 
some other reason for federal jurisdiction is present, 
the state courts are the proper forum when the status 
of a contract relating to the patent or the enforce- 
ment or other protection of rights derived from such 
contract are the principal subjects of the adjudication 
sought. In such cases, the state courts may give in- 
cidental relief against threatened infringement, if such 
is the consequences of a cancelled license.” 


See also the comments of Mr. P. J. Federico, Examiner- 
in-Chief, U. S. Patent Office, on section 293, in U.S.C.A,, 
Title 35, Patents #1 to 110, Special Feature, Commentary 
on The New Patent Law, page 58, wherein Mr. Federico 
states: 


“The last section of this title, section 293, is a new 
provision for obtaining service on nonresident pat- 
entees. Such a patentce may, if he wishes, designate 
a person residing in the United States on whom may 
be served process or notice of proceedings affecting 
the patent or rights thereunder. If no such person is 
designated, or if he cannot be found at the address 
given in the last designation, the United States Dis- 
trict Court for the District of Columbia is given juris- 
diction and summons may be served by publication or 
otherwise as the court directs. In either case the court 
has the same jurisriction to take any action respect- 
ing the patent or rights thereunder that it would have 
if the patentee were personally within the jurisdiction 
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of the court. This new provision fills a gap which 
existed in the old statute. It will enable, for example, 
jurisdiction over a patentee residing in a foreign coun- 
try to be obtained in a declaratory judgment action 
involving the validity or infringement of the patent.” 


The Legislative History of the new section 293, on nage 
2424, U.S. Code Congressional and Administrative News, 
$2nd Congress, Second Session, merely says the following: 
“This section provides for service on non-resident pat- 
entees.” 


Section 293 uses the words “same jurisdiction” * * * 


that it would have if the patentee were personally within 
the jurisdiction of the court.” Some insight as to the in- 
tent of Congress when drafting section 293 can be found in 
a speech made by Honorable Judge Giles S. Rich (Judge of 
the Court of Customs and Patent Appeals, and a former 
member of the Drafting Committee appointed by the Co- 
ordinating Committee of the National Council of Patent 
Law Associations which played a major part in drafting 
of the codification and revision of Title 35 U. S. Code), 
before the New York Patent Law Association, on Novem- 
ber 6, 1952, entitled ‘Transcript of Address, by Giles S. 
Rich on The Patent Act of 1952. Judge Rich said: 


“Section 293 is a new provision which was directed 
at this problem: Suppose a patentee is a non-resident. 
He is up in Canada or in Mexico and threatening 
American industry with infringement suits, but you 
can't get at him with a declaratory judgment action 
and he won't bring suit. The purpose of this section 
is to remedy that situation. It provides that non- 
residents may, if they wish, designate agents for the 
service of process who are resident in the country. 
But if they don’t do that, you can serve by publication, 
and the District Court for the District of Columbia 
has jurisdiction of the case.” 


It should be obvious from the aforecited remarks of 
Judge Rich and Mr. Federico, that section 293 was not 
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meant to give jurisdiction to cases involving rights ‘*there- 
to”, to patents, so as to upset well established rules. of 
patent law, but was meant to merely implement existing 
laws and facilities to assist Americans to have declared 
their rights relative to patents or rights Uherennder and 
not vights therclo, Any other construction of section 293 
would most likely violate the duc process constitutional 
rights of a person relative to having his property taken 
away from him without due process of the laws, in an in 
rem proceeding, without having personally appeared in 
the action. 


In astrict sense, a proceeding in rem is one taken directly 
against property, and has for its object the disposition of 
property, without reference to the title of individual claim- 
ants. However, in the broader sense, the term is applied to 
actions between parties, where the direct object is to reach 
and dispose of property owned by them, or of some interest 
therein, but only when a valid clain thereto has been pre- 
viously established and wherein the elaim is not to be es- 
tablished in an instant action, Such are cases commenced 
by attachment against the property of debtors, or insti- 
tuted to partition real estate, foreclose a mortgage, or 
enforce a lien, See Pennoyer v. Neff, 95 UL S. 734, 24 L. ed. 
565. In the present case, the plaintiff has not established 
a valid claim by some previous action or ericunstances, In 
fact plaintiff is using the present devious action or alleged 
“ause of action to acquire title to patents and patent appli- 
cations, on aspurious allegation of a fictitious title in equity 
which has yet to be proved, and which in defendant's opin- 
jon will never be proved, Accordingly, plaintiff obviously 
does not have any valid claim to the title to defendant's 
patents (and patent applications) as required for the bring- 
ine of an action in rem under the broad interpretation of 
such an action. 


Tt is submitted that a plaintiff must have a cause of ac. 
tion arising under the patent laws before he is entitled to 
the benefit of section 293 to get service on a non-resident 


patentee. In other words, a plaintiff cannot have a cause 
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of action arising under some other statute or from the com- 
mon law or from a contract, and yet use section 293 to get 
service over a defendant, merely because he owns a patent 
and some fictitious question regarding the patent is alleged. 
It is submitted that when Congress passed section 293 it 
was setting up a method of obtaining service for use in con- 
nection with a cause of action also arising under the 
Patent laws of the United States. As stated in a book en- 
titled ‘‘Patents”, from the Encyclopedia of United States 
Supreme Court Reports, by J. M. Claybrook, published by 
the Michie Company, Charlottesville, Virginia, page 152, 


“When congress is legislating to protect inventors, 
its attention is necessarily attracted to the authority 
under which it is acting, and it ought not lightly to be 
presumed that there was an intention to go beyond it, 
and exercise another and distinct power, conferred for 
a different purpose.’’ 


enting, Brown v. Duchesne, 19 How. 183, 195, 15 L. Ed. 595, 
wherein it is stated, in addition to the statement above 
cited, 


“‘And it is well settled that, in interpreting a stat- 
ute, the court will not look merely to a particular 
clause in which general words may be used, but will 
take in connection with it the whole statute (or stat- 
utes on the same subject) and the objects and policy 
of the law, as indicated by its various provisions, and 
give to it such a construction as will carry into execu- 
tion the will of the Legislature, as thus ascertained, 
according to its true intent and meaning.’’ 


“If the rights granted by patents are regulated and 
measured by these laws (patent), and measured by 
these laws, and cannot go beyond them then actions 
against him must also be so regulated.”’ 


From the foregoing it is submitted that when Congress 
was legislating relative to section 293 it was acting under 
its power granted by article I, section 8, of the Constitu- 
tion relative to the power of Congress to grant patents, 
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and not under any other constitutional power, as for eXx- 
ample, Article HII of the Constitution under which Con- 
eress acts when it legislates on questions regarding the 
Federal courts and their jurisdiction. It is submitted that 
Congress was acting to setup a serviee statute for cases 
arising under the patent statutes only and not for any 
different purpose. To say that Congress was setting up 
a service statute for causes of action not arising under the 
patent statutes would certainly appear to be illogical in 
view of the aforecited statements from Brown v. Duchesne. 

In view of the foregoing, it is submitted that section 293 
of the patent statutes inerely wives the defendant's patents 
a situs in Washington, D. C., for in rem actions involving 
cases arising under the patent laws, such as actions for 
sulidity and infringement decisions, and not for other 
claims, questions, or actions involving personal jurisdic- 
tion over the defendant, as for example, the present action 
regarding title to the defendant's patents, and, that section 
293 does not give this Honorable Court jurisdiction over 
the subject of this action, and, accordingly, that service in 
this action be quashed and the present action be dismissed. 


Panacrapi Tues oF Motion 


It ix well settled that the Declaratory Judgment Act, 28 
T.S.C. Section 2201, does not give the Federal District 
courts any jurisdiction over the subject matter of this ac- 
tion. The operation of section 2201 is procedural only, and, 
although it enlarges the range of available remedies, it does 
not extend the jurisdiction of Federal courts. See Skelly 
Oil Co. v. Phillips Petroleum Co.. Okl. 1950, 70 S. Ct. 876, 
299 U.S. 667, 94 L. Ed. 1194. Consequently, jurisdiction 
cannot be based on section 2201 for this action. 


ConxcLusion 
This Honorable Court is respectfully requested to dis- 
miss the present action on the grounds that it does not have 
jurisdiction over the subject matter of this action and that, 
accordingly, section 293 does not give plaintiff the right to 
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the benefit of the same and service in this case should be 
quashed. It is submitted that section 293 applies only in 
cases wherein the cause of action is one arising under the 
patent laws of the United States. Dismissal of this action 
is respectfully requested with costs being granted to the de- 
fendant. 

Respectfully submitted, 


Albert W. Rinehart, 
Attorney for Defendant, 
c/o Lowry & Rinehart, 
1311 G. Street, N.W., 
Washington 5, D.C. 

/s/ Robert G. Mentag, 

Robert G. Mentag, 
Attorney for Defendant, 
3457 Book Tower, 
Detroit 26, Michigan. 


Dated November 30, 1959. 


RESISTANCE TO MOTION TO DISMISS FOR 
LACK OF JURISDICTION OVER THE 
SUBJECT MATTER 
(Filed December 14, 1959) 


Plaintiff, North Branch Products, Ine., resists the motion 
of defendant to dismiss for the following reasons: 


The complaint upon its face demonstrates jurisdiction 
of the subject matter of the action as well as jurisdiction 
over the person of the defendant by reason of 28 U.S. C., 
Section 1338; 35 U.S. C., Section 293; and 28 U. S. C., Sec- 
tion 2201. 


Respectfully submitted, 


/s/ J. Harold Kilcoyne, 

J. Harold Kileoyne, 
Attorney for Plaintiff, 
961 National Press Building, 
Washington 4, D. C. 


Dated: December 14, 1959. 
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Service of foregoing resistance to motion to dismiss, ete. 
and Accompanying memorandum acknowledged this .. 
day of December, 1959. 

Albert W. Rinehart, 
Attorney for Defendant, 
e/o Lowry & Rinehart, 
1311 G Street, N.W., 
Washington 5, D.C. 


PLAINTIFF’S MEMORANDUM ON DEFENDANT'S 
MOTION TO DISMISS 


The problem involved in this motion to dismiss is 
basically one of construing 35 U.S. C., Section 293 in its 
NnNQ 


relationship to 28 U.S. C., Section 1338 and the declaratory 
judgment statute, 28 U.S. C., Section 2201. 


Onsect oF CoNnsTRUCTION 


The primary object, of course, in the construction of 
any statute is to ascertain the intention of the legislative 
body. 


“The purpose of the court to give effect to the in- 
tention of the legislature and to promote justice re- 
quires careful determination of what the legislature 
intended to accomplish.’? 82 C. J. S., Statutes, Sec- 
tion 322, page 571. 

“The intention of the legislature is to be ascertained 
primarily from the language used in the statute.’’ S2 
C. J. S., Statutes, Section 322, page 571. 


“Courts should not attribute to the legislature the 
enactment of a statute devoid of purpose, but cannot 
attribute the legislature an intent which is not in any 
way expressed in the statute.” 82 C. J. S., Statutes, 
Section 322, page 576. 
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It is also a basic precept of statutory construction that 
“the court must harmonize statutes relating to the same 
subject, if possible, and give effect to each * * *’? 82.C. J, 
S., Statutes, Section 366, page 810. 


“The statutes should he so construed as to give 
meaning to all of them if this can be done, and each 
statute should be afforded a field of operation.’’ 82 
C. J.S., Section 366, page $12. 


As « Matrer or Law 


Therefore, in determining the relationship of the three 
statutes to the case at bar, the objective is not to emascu- 
late any of them but on the contrary give them all purpose. 
All three are in pari materia. All three as involved here 
deal with the general subject matter of patents. 


Tur Compiaint 


By way of preliminaries, it is important to note that de- 


fendant’s notion is based entirely on the false premise that 
plaintiff's case was motivated and brought solely toe deter- 
mine ownership and title to certain patents and has no re- 
lationship whatsoever to their validity or infringement and 
the other standard patent issues. On the contrary, Para- 
graph XV of the Complaint specifically alleges: 

“Since termination of his employment as general 
manager and his resignation as director and secretary- 
treasurer of the Corporation, defendant has threatened 
orally and in writing to bring an action for infringe- 
ment of the above patents and those for which he has 
applications pending against the plaintiff corporation, 
and has represented to the bushing industry and indus- 
try generally that he is the sole owner of the patents 
and that plaintiff corporation is at his merey with re- 
spect to the use of said patents: which representations 
have resulted in substantial damages and injury to 
plaintiff in its business.” 
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In answer to this allegation, defendant coneedes its 
truth as follows: 

XV. 

Answering Paragraph Vifteen of said complaint, 
defendant admits that his employment with the plain- 
tiff has been terminated and that he has resigned as 
Director and Secretary-Treasurer of the corporation 
and that he has given notice to the plaintiff on July S, 
1957, that he had terminated the contract as of that 
date because of the failure of the plaintiff to abide by 
the covenants in the license of Plaintiff's Exhibit **.A7’, 
and that he proposed to institute suit for collection of 
unpaid royalties and damages for unlawful use from 
that date forward.” 


Defendant’s threat to institute an action for infringe- 
ment is made doubly clear in the Counterclaim for Royal- 
ties and Infringement made a part of the Answer. So with 
respect to jurisdiction of this Court, as set forth in the 


Complaint, the ancillary but Vital issue of infringement is 
spelled out in Paragraph XY. of the Complaint, confirmed 
by Paragraph XV of the Answer, and its basie importance 
emphasized by the Counterelaim which defendant has him- 
self termed in his Brief a compulsory Counterclaim where- 
in defendant has himself at Paragraph NI conceded the 
jurisdiction of this Court over both subject matter and 
person. 


LANGUAGE OF THE STATUTE 


With this background, the difference in the language 
used by Congress in 298 U.S. C., Section 1538, titled ** Pat- 
ents, Copywrights, Trademarks, and Unfair Competition’, 
and 35 U.S. C.. Section 293, titled ‘Nonresident Patentee 5 
Service and Notice’, is brought into sharp focus. For pur- 
poses of comparison, we sct out these statutes verbatim. 


98 U. S.C, Section 1338. Patents, copyrights, trade- 
marks, and unfair competition. 
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“(a) The district courts shall have original juris- 
diction of any civil action arising under any Act of 
Congress relating to patents, copyrights and trade- 
marks. Such jurisdiction shall be exclusive of the 
courts of the states in patent and copyright cases, 


(b) The district courts shall have original juris- 
diction of any civil action asserting a claim of un- 
fair competition when joined with a substantial and re- 
lated claim under the copyright, patent or trademark 
laws.”’ 


35 UL S.C. Section 295. Nonresident patentee: service 
and notice, 


“Every patentee not residing in the United States 
may file in the Patent Office a written designation stat- 
ing the name and address of a person residing within 
the United States on whom may be served process or 
notice of ‘proceedings’ affecting the patent or rights 
thereunder. If the person designated cannot be found 
at the address given in the last designation, or if no 
person has been designated, the United States District 
Court for the District of Columbia shall have jurisdic- 
tion and summons shall be served by publication or 
otherwise as the court directs. The court shall have 
the same jurisdiction to take any action respecting the 
patent rights thereunder that it would have if the 
patentee were personally within the jurisdiction of the 
court.”* 


Title 28, Section 1338, concerns civil actions ‘‘relating to 
patents, copyrights, and trademarks’, whereas Title 35, 
Section 293, passed in 1952, refers to proceedings affect- 
ing the patent rights thereunder”. This language is re- 
peated in the last sentence of the Section as follows: 


“The court shall have the same jurisdiction to take 
any action respecting the patent or rights thereunder 
that it would have if the patentee were personally with- 
in the jurisdiction of the court.’’ 
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MEANING OF THE LANGUAGE 


The basic rule of statutory construction is that language 
is to be given its natural commonly understood meaning. 


82 C. J. S., Statutes, Section 329, Page 645: 


“The natural and commonly understood meaning 
will be given to words used in a statute unless it is 
plain or clear from the statute or from the context of 
the words within the statute, or unless as otherwise 
indicated it is plain or clear from the circumstances 
that a different meaning was intended, and it must 
then appear what that different meaning is: or unless 
such construction would defeat the manifest intention 
of the legislature.”’ 


We submit that there is a sharp distinction in the pre- 
cise dictionary definition of the term “eivil action used in 
Section 1338 and the word **proceedings"? used in Title 35, 
Section 293. There is even a wider distinction and differ- 
ence in the dictionary meaning of the word “*relating’’ 
used in Section 1338 and the word ‘affecting’? used in 
Section 293. 


Likewise, there is a sharp difference in the dictionary 
definition of the word ‘patent’? used in Section 1338 and 
“patent or rights thereunder” used in Section 293. The 
language used in Section 293 is not ambiguous and was ob- 
viously incorporated in the statute passed in 1952 for the 
express purpose of expanding the jurisdiction of the Court 
beyond that granted by Scetion 1338. The intention of 
Congress is made clearer by repetition of the identical 
language in the final sentence of Section 293, whereby the 
Tnited States District Court for the District of Columbia 
is given the same jurisdiction respecting the “patent or 
rights thereunder” that it would have if the patentee were 
personally within the jurisdiction of the Court. There just 
isn’t any question of the fact that if the defendant. W. 
Reuen Fisher, were residing in the District of Columbia, 
the plaintiff in this action as a Michigan corporation could 
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file the identical complaint and this Court would he per- 
mitted to determine the controversy even if it were to com- 
pletely disregard the ancillary but basically vital issue of 
infringement raised by defendant's admitted threat to sue. 


Here is where Title 28, Section 2201, fits into the picture, 
conferring upon this Court the jurisdiction to grant a 
Declaratory Judgment. 


28 UL S.C. Section 2201. Creation of Remedy. 


“In a case of actual controversy within its jurisdic- 
tion, except with respect to Federal taxes, any court of 
the United States, upon the filing of an appropriate 
pleading, may declare the rights and other legal rela- 
tions of any interested party seeking such declaration, 
whether or not further relief is or could be sought. Any 
such declaration shall have the force and effect of a 
final judement or decree and shall be reviewable as 
such,’’ 


We submit that logic and common sense dictate that 
had Congress not intended to somewhat enlarge this 
Court's jurisdiction, service under Section 293 upon non- 
resident patentees would have been limited as in Section 
1538 to “civil actions relating to patents, copyrights, and 
trademarks.” 

Tf Congress had intended to limit jurisdiction under 
Section 293 to an “in rem” determination respecting pat- 
ents, as contended by defendant, under all of the rules of 
statutory construction, it was incumbent upon the legis- 
lative body to use language which in its commonly under- 
stood meaning would express that intent. Defendant's 
memorandum conveniently ignores the last sentence of 
Section 293, which in clear, unambiguous language, states: 


“The Court (United States District Court for the 
District of Columbia) (parentheses supplied) shall 
have the same jurisdiction to take any action respect- 
ing the patent or rights thereunder that it would have 
if the patentee were personally within the jurisdiction 
of the Court.”’ 
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This doesn’t upset or change the prior patent law as 
urged by defendant in the line of cases cited, all decided 
before 1952. That law is still sound. Section 293 has not 
abrogated it but enlarged it somewhat. The Federal Courts 
have always had jurisdiction to adjudicate ownership and 
title to patents in a proper situation. Dowse v. Federal 
Rubber Co., et al., 254 Federal Reporter 308, decided in 
the District Court for the Northern District of Mlinois in 
1918, is very similar to our own case on its facts. Dowse, 
as President and General Manager of the defendant cor- 
poration, had sole, full, and complete control of its opera- 
tion and management. 


The Court said at page 309: 


“The suit involves both the validity and owership 
of patent No. 1,174,288 of March 7, 1916, issued to 
B. C. Dowse, upon a method of reinforcing automobile 
tires known as the ‘double cable base.” The patent was 
applied for in Dowse’s name, while he was employed 
by the manufacturing company, and issued to him after 
he left it. The main question is whether the patent 
equitably belongs to the corporation or whether it has 
merely a ‘shop right.’ ”’ 


The Court entered a decree that the corporation is the 
equitable owner, entitled to have an assignment. 


Purnic Portcy TNVOLVED 


Unfortunately, there is no real legislative history of 
Section 293 available. However, the over all publi¢ policy 
motivating the enactment is clear. Its obvious purpose is 
to prevent a patentee from harassing American industry 
by the simple expedient of taking up residence in a foreign 
country. As already pointed out, the Complaint in this case 
alleges threat of infringement action by defendant, W: 
Reuen Fisher, which is admitted in his Answer. Defend- 
ant’s avowed purpose to harass from afar is emphasized 
by his Counterclaim for Royalties and Infringement. 
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Whether the principal issue be ownership of patents and 
the ancillary issue one of infringement or vice-versa, the 
harm to American industry is equally great. Obviously the 
plaintiff in this case can have no relief as a practical matter 
except in this court. This action in this Court is not of 
plaintiffs choosing but rather was forced wpon it by the 
deliberate action of defendant who, after breaching his fi- 
duciary relationship as Secretary-Treasurer, General Man- 
ager, and principal Stockholder, has taken up residence in 
Canada. He was more than an employee. The defendant 
was, in fact, the alter ego of the plaintiff corporation con- 
stantly dealing with himself. 


Certainly, the language of Honorable Giles S. Rich, cited 
by defendant at page 8 of his memorandum, could have no 
better application than to the facts of this case. 


‘Section 293 is a new provision which was directed 
at this problem: Suppose a patentee is a non-resident. 
He is up in Canada or in Mexico and threatening 
American industry with infringement suits, but you 
cant get at him with a declaratory judgment action 
and he won’t bring suit. The purpose of this section 
is to remedy that situation. It provides that non-resi- 
dents may, if they wish, designate agents for the serv- 
ice of process who are resident in the country. But if 
they don’t do that, you can serve by publication, and 
the District Court for the District of Columbia has 
jurisdiction of the case.’’ 


Concieusion 


It is submitted that when all of the language of Section 
293 and particularly the final sentence is considered in re- 
lation to the language of Section 1338, the intention to ex- 
tend the jurisdiction of this Court to cover a fact situation, 
as demonstrated in the Complaint filed in this case, is made 
manifest. Certainly, sound publie policy dictates that plain- 
tiff not be left to the whim and caprice of a non-resident 
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patentee for an adjudication of its ‘‘rights’’ under these 
patents. 
The Motion to Dismiss should be denied. 
Respectfully submitted, 


/s/ J. Harold Kileoyne, 

J. Harold Kileoyne. 
Attorney for Plaintiff, 
961 National Press Building, 
Washington, D. C. 


Dated: December 14, 1959. 


RESISTANCE TO MOTION TO AMEND PLEADINGS 
(Filed December 14, 1959) 


Plaintiff, North Branch Products, Inc., a Michigan Cor- 
poration resists the Motion of Defendant to amend the 


pleadings to add a further defense that the Statute of Limi- 
tations has run, for the following reasons: 


1. The Motion is falsely premised upon the sole basis 
that the relationship between the parties herein began on 
April 1, 1949, and that the bringing of an action was limited 
under the Michigan Statute to a period of six years from 
that date, whereas, in fact, the important factor is not when 
the relationship of the parties began but when the cause 
of action accrued. 


2. The language of the Michigan Statute makes the 
problem here most apparent. 


Michigan Statutes Annotated, 1957 Cumulative Sup- 
plement, Section 27.605, Section 13. 

“Al actions in any of the courts of this state shall be 
cornmmenced within 6 years next after the causes of 
action shall accrue, and not afterward, except as here- 
inafter specified.” 
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3. Webster defines “Acerue”, among other things: “To 
be added by ordered growth by way of increase or decrease 
over a period of time.” 


It is clear from the face of the Complaint and Answer 
filed in this matter that the fiduciary relationship of De- 
fendant to Plaintiff by reason of his being a principal 
stockholder, Director, Seeretary-Treasurer, and General 
Manager of the Corporation, began on April 1, 1949, and 
terminated on February 17, 1957, Obviously, it was during 
this entire period that the various patents referred to in 
the Complaint were issued and the cause of action thereby 
accrued. 

4+. This Motion should be denied for the further reason 
that it is dilatory inasmuch as Defendant has at all times 
been aware of the period of the fiduciary relationship hav- 
ing actually referred to the terminal date in paragraph IX 
of his Answer. 

Respectfully submitted, 


/s/ J. Harold Kilcoyne, 
Attorney for Plaintiff. 
961 National Press Building, 
Washington 4, D. C. 


Dated: December 14, 1959. 


REPLY TO RESISTANCE TO MOTION TO DISMISS 
FOR LACK OF JURISDICTION OVER 
THE SUBJECT MATTER 
(Filed December 21, 1959) 
The defendant, W. Reuen Fisher, replies to the plaintiff's 
Resistance to defendant's motion to dismiss for lack of 
jurisdiction over the subject as follows: 


THE CoMPLAINT 


On page 2 of plaintiff's Memorandum plaintiff states that 
“Defendant's Motion is based entirely on the false premise 
that Plaintiff’s case was motivated and brought solely to 
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determine ownership and title to certain patents and has no 
relationship whatsoever to their validity or infringement 
and the other standard patent issues.” Then plaintiff cites 
paragraph XV of the complaint and paragraph XV of the 
answer, The aforementioned statement of plaintiff and 
the citations of the aforementioned paragraphs in the com- 
plaint and the answer merely emphasize as a matter of fact 
and law that the cause of action set forth in the complaint 
is one “for the purpose of determining the ownership of 
certain patents” as alleged in paragraph I of the complaint. 


No matter what position the plaintiff takes in its argu- 
ments before this court on this motion, it cannot deny the 
well settled point in the law that “The question of juris- 
diction of federal courts must be determined from the face 
of the complaint”, Barnhart v. Western Maryland Ry. Co., 
87 L. Ed. 538, as cited in defendant’s memorandum in sup- 
port of this motion. Plaintiff cannot argue as a matter of 
law that defendant’s counterclaim for infringement gives 
jurisdiction to the court, whether it be a compulsory coun- 
terclaim or some other type thereof. The plaintiff did not 
raise as an issue in the complaint the question of infringe- 
ment, The cause of action stated in the complaint must 
stand on its own legs for jurisdictional support and not on 
crutches fabricated by a combining of the complaint and a 
counterclaim. 


As a matter of fact, the complaint cannot relate to a 
cause of action directed to non-infringement or infringe- 
ment since plaintiff has admitted infringement at the pre- 
trial as follows: “P concedes that it makes devices covered 
by certain of the patents, but says that it owns the patents, 
and therefore does not infringe”. It is submitted that be- 
cause plaintiff knows it infringes defendant's patents, 
plaintiff is anxious to get title to the patents. 


Furthermore, as a matter of fact, the complaint cannot 
relate to validity or non-infringement because the plaintiff 
at the pre-trial abandoned the allegations of invalidity and 
non-infringement made by plaintiff in its cross-claim. In 
view of the foregoing, what other possible cause of action 


Reply to Resistance to Motion to Dismiss Tia 


could be made out of the aforecited words of paragraph I 
of the complaint, which words expressly say that the com- 
plaint is one for the purpose of determining ownership of 
certain patents? Furthermore, the plaintiff's prayer asks 
the Court to decree that the defendant's patents and patent 
applications “are owned by and are the sole pre perty of 
plaintiff." The plaintiff thus asks the Court to decree its 
rights thereto, to the defendant's patents and patent ap- 
plications, and nothing is prayed for relative to invalidity 
or non-infringement of the defendant's patents, that is, 
patents and rights thereunder. It should be noted that 
Section 293 does not include **patent applications” so the 
Court does not have jurisdiction thereover and cannot take 
any action respeeting patent applications. 


Furthermore, the words used by plaintiff in paragraph 
XV of the complaint relative to threats of an infringement 
action by defendant were allegations set forth by plaintiff 
to show an alleged controversy to the title of defendant’s 
patents and patent applications to bring its alleged cause 
of action within the Declaratory Judgment statute, but this 
statute is merely a procedural statute as discussed in de- 
fendant’s main memorandum on this motion, 


MEANING oF THE LANGUAGE OF THE STATUTE 


On pages 3, + and 5 of plaintiff's Resistance to the in- 
stant motion plaintiff erroneously contends that Section 
293 enlarges the Court's jurisdiction as granted by Section 
1358 without stating what jurisdiction is enlarged, that is, 
Jurisdiction over the subject matter, over the patentee, over 
the res, or venue jurisdiction, Such contention is based on 
the misunderstanding of the meaning of the terms “civil 
action” and “proceedings”, Plaintiff contends that “civil 
action” as used in Section 13388 does not mean the same as 
“proceedings” used in Section 293, and so Section 293 some- 
how enlarges Section 1338. 


Plaintiff’s contention is erroneous because it is well set- 
tled that the term “civil action” is used synonymously with 
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“proceeding” and the term “procecding” also includes erim- 
inal prosecutions and is not limited to civil actions. See 
Judge Holtzoff’s opinion on this term in United States of 
Amoriea v. Maryland & Virginia Milk Producers, Inc. D.C. 
D.C., 145 F. S. 374. See_also United States v. Auerbach, 
D.C. S.D. Calif., 68 F. S. 776, a case for prosecution of vio- 
lation of maximum rent regulations, wherein it is stated 
by the Court, 


“So to determine whether or not these are ‘proceed- 
ings’, we first of all have recourse to the general law. 
At common law, an equity case was referred to as a 
‘suit? in equity, and a law case was referred to as an 
‘action’ at law. But for many years in this country any 
kind of a lawsuit, any kind of a proceeding, has been 
referred to as a *proceeding’.” 


Furthermore, it should be noted that Rule 2 of the Fed- 
eral Rules of Civil Procedure for the District Courts, which 
have the force of law, clearly states that, 


“There shall be one form of action to be known as 
‘Seivil action”. 


It should be obvious from the foregoing that Congress 
was certainly aware of the interchangeable use of the terms 
Seivil action” and “proceeding” and the Federal Rules of 
Civil Procedure, and that if it had intended to enlarge the 
jurisdiction granted in 28: UL S.C. A. 1338 it would have 
amended this section dircetly and exercised its power 
granted it under Article IIL of the Constitution which is 
the constitutional basis of the Federal Judiciary system. 
The constitutional basis of Title 35, the Patent Laws, under 
which section 293 was promulgated, is Article I, Section 8 
of the United States Constitution. It is submitted that Con- 
gress did not intend to exercise both constitutional powers 
simultaneously so as to cause confusion in the statutes after 
the many past codifications and efforts that have been made 
to clear up confusion in our Federal statutes, In view of 
the foregoing, it is respectfully submitted that the plaintiff 
is in error in its contention of enlargement of Section 1338 
by Section 293. 
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Plaintiff has also made much of some alleged distine- 
tion in the dictionary definitions of “affecting” and “relat- 
ing’. While defendant submits that these terms cause no 
trouble in construing Section 293, the dictionary defini- 
tions are listed below for the Court's ready reference, 
These definitions are taken from the Webster New Inter- 
national Dictionary, Second Edition, unabridged, printed 
in 1959 and are complete, including synonyms. 


Affecting—adj. 1. Loving; affectionate. Obs. 2. Af- 
fected: given to false show. Obs. 3. Moving the emo- 
tions: fitted to excite the emotions: pathetic: touching: 
as, an affecting address; an affecting sight. 


Syn.—A ffecting, Touching, Moving, Pathetic, refer 
to influence upon the sensibilities. Affecting is the 
most general term for that which stirs emotion: as, an 
affecting discourse. Touching suggests a more or less 
transitory impression: Moving, a deeper agitation, 
which tends to action or expression; as touching con- 
fidence, a moving appeal. Pathetic (ef, Pathos) applies 
to that which arouses sympathy, sadness, or pity: as, 
“the pathetic sense of the transitoriness of familiar 
*** scones” (Longfellow). 


Relate—v. 1. To give an account of; to recount: nar- 
rate: as, to relate one’s story willingly: also (now in 
passive), to say: assert: as, by some, Plato is related 
to have been a Theban. 


2. Rare. a. To bring back; restore, Spenser. b, To 


relieve (oneself) by utterance, Bacon. ¢. To describe. 
d. Refer, 3. e. To ascribe as to a source, Fuller. 


3. To connect or bring into relation: to show the 
relation of: to establish relationship between; as, to re- 
late one word to another from the same stem; these 
events cannot be related by any reasoning. 

—intransitive: 1. To tell; report Obs. 2. To refer; to 
have or make reference. Now Rare, 3. To stand in 
some relation; to have relationship; to pertain ;—with 
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to. All negative or privative words relate to positive 
ideas. Locke. 4. To apply or take effect retroactively. 
Chiefly Law. 


Syn.—Tell, recite, rehearse, report, detail, describe. 


Plaintiff's statement on the top of page 5 of its Resist- 
ance relative to “logic and common sense” can be disposed 
of by pointing out that Congress was not legislating rela- 
tive to “copy-rights and trade-marks” when it enacted See- 
tion 293 but was speaking only about patents which is the 
sole matter covered in Title 35. Congress was attempting 
to bring the patent statutes into some sensible order when 
it enacted Title 35. Accordingly, “logic and common sense” 
would dictate that Section 293 should not include “civil 
actions or proceedings relating to patents, copyrights and 
trade-marks”. 


On page 5 of plaintiff's Resistance, lines 11 and 12, plain- 
tiff is in error when it states “Defendant's Memorandum 
conveniently ignores the last sentence of Section 293, * * *” 
and then said sentence is quoted. The Court's attention is 
directed to the last paragraph of pages 5 and 8 of defend- 
ant’s Memorandum. It is at these parts in defendant's 
memorandum that the subject matter over which the court 
has the same jurisdiction is set forth and discussed, as it 
would have if the patentee were personally within the juris- 
diction of the Court, Defendant has not ignored the last 
sentence of Section 293 but plaintiff's interpretation of this 
last sentence would delete the language of this last sentence 
which sets forth the subject matter over which the Court 
has the same jurisdiction, that is, “respecting the patent 
or rights thereunder’. 


On page 5, lines 18, 19 and 20, plaintiff admits that the 
line of cases cited on page 3 of defendant's memorandum 
correctly states the law that an action to have title to pat- 
ents determined is not an action arising under Section 13388. 
The case cited by plaintiff at this point in its Resistance, 
namely, Dowse v. Federal Rubber Co. et al, is consistent 
with the above mentioned line of cases. The cause of action 
in that case was one for infringement and the question of 
title arose as an ancillary matter of defense. The Dowse 
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case obviously does not support plaintiff's, position that 
Section 293 has enlarged Section 1338. Furthermore, the 
fact situation of the Dowse case is different from the pres- 
ent case. Some of the main fact differences are: 


1. In the Dowse case the cause of action involved jn- 
fringement, a case arising under Section 1338, and 
in the instant case the cause of action is a common 
law equity action. 


Dowse was hired to supervise the making of a 
standard “Straight Wall” type tire and his inven- 
tion came later, while in the present case defendant 
brought an invention or new product with him. 


Dowse had no pre-incorporation agreement which 
preceded his employment while in the present case 
defendant had an agreement which preceeded and 
governed any alleged fiduciary relationship. 


Dowse never claimed ownership of the patent ap- 
plication which matured into the patent until after 
he left the corporation, while in the present case 
defendant always claimed ownership to his patents 
and patent applications and plaintiff recognized 
such ownership during his employment and even 
after his discharge in’ February 1957 by paying 
royalties of $500.00 per month for the months of 
March, April and May of 1957, 


Dowse had sole and complete control of the opera- 
tion of the corporation but defendant did not. See 
defendant’s Pre-Trial conference statement, page 
2, paragraphs one and two wherein it is shown that 
defendant did not have sole and complete control 
over the operation and management of plaintiff 
from April 1, 1949 to February, 1957. 


There were other fact differences between the Dowse 
ease and the present case but the above cited differences 
are sufficient for this hearing. 
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Pesuic Poricy TNvoLvep 


Tt is submitted that Section 293 merely gives the District 
Court of Columbia proper venue over the res, namely the 
patents of a non-resident patentee. In 28 U.S. C. 1400 the 
venue for a patent infringement suit is defined as follows: 


28 U.S. C. 1400. District Courts. Venue. Patents. 


(b) Any civil action for patent infringement may be 
brought in the judicial district where the defendant re- 
sides, or where the defendant has committed acts of 
infringement and has a regular and established place 
of business. 


It is submitted that since this infringement venue statute 
does not provide for venue over a patent for an action for 
a declaration of a person’s rights under some non-resident 
patentee’s patents, to have said person's rights declared 
respecting the patents or rights thereunder, that is, whether 
the patent is invalid or not, and whether he infringes or 
not, Congress remedied this situation by merely giving 
such patents a situs or venue in the District of Columbia 
under Section 293. Under Section 293 any person being 
harassed by a foreign or non-resident patentee can bring 
an action respecting the patent, asking that the patent be 
held invalid, and/or that his rights thereunder be deter- 
mined, that is, that he does not infringe. Under such condi- 
tions Americans can be safe from harassment from non- 
resident patentees, and that ix all that is needed to make 
Section 293 commensurate with Public Policy. Any fur- 
ther inclusion of contract and equity causes of action by 
means of Section 293 would be inconsistent with the afore- 
mentioned line of cases which plaintiff admits is still sound 
law. A common law equity action such as its set forth in 
the instant complaint has nothing to do with Public Policy. 
It is merely a matter between two parties, and whether 
or not plaintiff or defendant owns the patents and patent 
applications in question, the public can still come into this 
Court and have its rights determined relative to said pat- 
ents and its rights thereunder. It is submitted that the 
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vague term “publie policy” cannot be logically injected 
into the jurisdiction issue involved in this motion and used 
so as to pervert the intended meaning of Section 293. 


The emotional statements on page 6 of plaintiff's Resist- 
ance relative to defendant residing in Canada after being 
discharged are iminaterial and irrelevant to the jurisdic. 
tion issue involved in this motion. However, it should he 
pointed out that defendant had been a technical resident of 
Canada for approximately three years before April 1, 1949, 
the date of his starting association with plaintiff. He had 
been spending approximately six months in the U.S. and 
six nonths in Canada in each year before April 1, 1949. 
After being fired by plaintiff and having his cattle farm in 
Canada where would aman logically go?) Defendant mere- 
Iv went to his residence in Canada to take over control of 
his farm and the plaintiff is trying to make a whipping boy 
out of him because of such logical action. 


Furthermore, defendant did not force this suit on plain- 
tiff but rather plaintiff chose this action as an attempt 
to take over defendant's patents and patent applications in- 
stead of continuing to pay royalties for the exclusive use 
thereof, Tow can publi¢ policy be involved under these 
conditions? 


Also, plaintiff is not left without recourse if it honestly 
believes it owns defendants patents and patent applications. 
Tt can get jurisdiction personally over defendant in Canada 
and have its rights determined in a court there. Defend- 
ant is not hiding in Canada. In fact, some of plaintiff's 
present officers have been guests in the past at defendant's 
Canadian home and they know how to get there and it would 
not take them much longer by airplane to fly to defendant's 
residence than it would to fly to Washington, D.C. 


ConcLusion 


It is respectfully submitted that plaintiff's Resistance has 
not overcome the defendant's contention as set forth in his 
memorandum in support of this motion to dismiss for lack 
of jurisdiction over the subject matter of the common law 
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equity cause of action stated in plaintiff's complaint for 
ownership of defendant's patents and patent applications. 
The Motion to Dismiss should be approved: 
Respectfully submitted. 


/s/ Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 


Dated: December 21, 1959. 


REPLY TO RESISTANCE TO MOTION TO 
AMEND PLEADINGS 


(Filed December 21, 1959) 


W. Ruen Fisher, defendant in the above entitled action 


replies to plaintiff's resistance to defendant's motion to 
amend his pleadings to add the further defense that the 
Statute of Limitations has run as follows: 


1. The plaintiff in the first three paragraphs of its 
resistance is not arguing why the defendant should not be 
permitted to add the further defense of statute of limita- 
tions. In these paragraphs it is arguing that the statute 
of limitations has not run. However, it is submitted that 
the plaintiff is clearly in error in trying to convince the 
court that plaintiff's alleged cause of action for title to 
patents and patent applications did not acerue when the 
alleged fiduciary relationship between the parties began. 
The defendant had filed an application on Mareh 4, 1949 
and this application heeame patent 2,545,840 and this is one 
of the patents to which plaintiff claims ownership. Obvi- 
ously, if plaintiff claims title to the defendant's patents 
and patent applications because of the alleged fiduciary 
relationship then such right to the title to any of the 
plaintiff’s patents or patent applications accrued on April 
1, 1949, the date plaintiff admitted at the pre-trial as being 
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the date that the alleged fiduciary relationship began. 
Defendant came into the corporation with inventions and 
patent applications as of April 1, 1949. If plaintiff had 
any right to the title for defendant's patents and patent 
applications then it should have asserted such right by 
way of a contract between plaintiff and defendant wherein 
defendant agreed that title to all of defendant's existing 
and future patents and patent applications belonged to 
plaintiff. Such action was never taken because the facts 
show in this case that any alleged fiduciary relationship 
between the parties hereto was controlled by the pre-in- 
corporation patent agreement between the incorporators 
and that said patent agreement became the patent contract 
or exclusive license listed in this case as plaintiff's Ex- 
hibit A". 

2. The Michigan statute of limitations as set forth in 
paragraph 2 of plaintiff's resistance clearly sets forth the 
time limitation of 6 years which in the present case term- 
inated on April 1, 1955. At no time during the 6 year 
period between April 1, 1949 and April 1, 1955 did plain- 
tiff ever question defendant's title to his patents, In fact, 
plaintiff recognized defendant's title to his patents by its 
actions which ratified the extension of the contract of Ex- 
hibit “A to cover iuprovements and further develop- 
nents, and further by means of plaintiff's payments of 
royaltios as late as May, 1257, 3 months after defendant's 
discharge, and other acts of the plaintiffs Board which 
lead defendant on to February 17, 1957 when it discharged 
defendant. In other words, the plaintiff used defendant 
until it thought it could no longer use him then it fired him 
and is attempting by this action to reverse its previous 
recognition of title in the defendant and take defendant's 
patents and stock ownership in the plaintiff corporation 
and leave him without compensation for all the inventive 
effort, time and money he expended in the interest of 
plaintiff. 


3. Plaintiff did not set forth all the definitions listed 
under ‘taccrue” in the Webster New International Dic- 
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tionary, Second Tdition, unabridged, printed in 1959, 
wherein this word is defined as follows: 
acerne—1l. Taw. To come into existence as an ¢n- 
forecable claim: to vest as a right; as, a cause of action 
has acerued when the right to sue has becorme vested. 
to arise or spring as a growth or result; usually with 
to: as, advantages accruing to society from the free- 
dom of the press. 


2, To come by way of increase or advantage; also, 


3. To he added by ordered growth in process of 
time, whether as increase or decrease, esp. in financial 
matters: as, damages accrue. 


4. To grow up; to become full-grown. Obs. 


It should be noted that plaintiff cited only a part of the 
third definition expecially referring to financial matters 
and that the first definition referring to. the meaning of 
acerue used in a legal sense was omitted. The legal def- 
inition of accrue clearly shows that any claim of title to 
defendant’s basic inventions and improvements and all 
patents and applications therein would have come into 
existence on April 1, 1949 when the defendant became as- 
sociated with the corporation. Plaintiff thus should have 
acted within 6 years of April 1, 1949 to enforce any alleged 
right vested in it to the defendant’s inventions and im- 
provements, 


The defendant contends that it is not clear from the face 
of the complaint and answer as to when the alleged fidu- 
ciary relationship began which vested the title to defend- 
ant’s inventions in plaintiff because, with the patent li- 
cense, plaintiff's Exhibit “A' in the picture, it is not ob- 
vious ax to when the alleged fiduciary relationship began. 
The defendant, of course, submits that said patent license 
controls all of the rights and title to any and all inventions 
made by the defendant before and during his connection 
with the plaintiff. However, despite the dates set forth in 
the complaint and answer, plaintiff may have alleged some 
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other date besides April 1, 1949 as the beginning of the 
fiduciary relationship governing title to the defendant's 
inventions. As, for example, plaintiff may have later in 
this case asserted that said relationship started when the 
incorporators Fisher and Swanson first started negotia- 
tions several months hefore April 1, 1949, or plaintiif coul 
have asserted that said relationship started after the plain- 
tiff stopped making bushings as shown in the patent ap- 
plications cited in the license agreement, plaintiff's Ex- 
hibit “A”, and so forth. Accordingly, it was important 
at the pre-trial that the defendant ‘*nail-down” the alleged 
starting date of plaintiffs controlling fiduciary relation- 
ship. It will be seen from the foregoing that the starting 
date of said fiduciary relationship was not obvious from the 
face of the complaint or the answer. 


4. Defendant contends that he was not dilatory in as- 
serting the defense of statute of limitations despite the 
fact that he admitted in paragraph IX of his answer that 
he was discharged on February 17, 1957. What does such 
admittance have to do with the starting date of said al- 
leged fiduciary relationship? How does the admitting of 
being fired on February 17, 1957 show in any way or man- 
ner that defendant knew what plaintiff considered to be the 
date when all rights to defendant's existing and future 
inventions were vested in plaintiff. Accordingly, it is sub- 
mitted that the plaintiffs contention as set forth in para- 
graph 4 of its Resistance is meaningless. 


Respectfully submitted, 


Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 


Dated: December 21, 1959. 


Order to Amend Pleadings 


CERTIFICATE OF SERVICE 


I hereby certify that service of the foregoing Reply to 
Resistance to Motion to Amend Pleadings was made per- 
sonally upon plaintiff by leaving two copies thereof on 
its attorney, J. Harold Kilcoyne, in open court at the 
hearing of the motion in question, this 21st day of De- 
cember, 1959. 

Robert G. Mentag, 
Attorney for Defendant. 


ORDER TO AMEND PLEADINGS 
(Filed December 21, 1959) 


This cause having come on to be heard on motion of the 
defendant to amend his answer to add a further defense 
that the Statute of Limitation has run against any cause 
of action arising under any alleged fiduciary relationship 
between the parties hereto; and 


The Court having heard the parties and being fully ad- 
vised in the premises; and 

It is hereby ordered, directed and adjudged that the de- 
fendant herein may amend his pleadings to add the further 
defense of Statute of Limitations, and that this defense is 
hereby incorporated in the pre-trial order previously made 
in this case on November 20, 1959. 


Approved for entry this 21 day of December, 1959. 


Alexander Holtzoff, 
United States District Judge 


Amendment to Answer 


AMENDMENT TO ANSWER 
(Filed December 28, 1959) 


Now comes W. Ruen Fisher, defendant in the above en- 
titled action, and for further answer to the complaint filed 
in said action, pursuant to the Court’s leave to amend as 
granted by the Court’s order dated December 21, 1959 
after a duly made motion and hearing thereon, amends 
his answer as follows: 

After paragraph XVII of the answer, the following de- 
fense is added. 


XVITI 


The plaintiff’s alleged cause of action for title to patent 
and patent applications owned by defendant, based on an 
alleged fiduciary relationship between the parties which 
started on April 1, 1949, is barred by the Michigan Statute 


of Limitation for Personal Actions, namely, Compiled Laws 
of Michigan, Section 609.13, which states that all personal 
actions shall be commenced within 6 vears next after the 
causes of action shall accrue, and, in the instant case the 6 
year period expired on April 1, 1955, and defendant was 
still connected with plaintiff during the statutory 6 year 
period and available for service of process for any action 
plaintiff desired to start within such period. 
/s/ Albert W. Rinehart, 
Attorney for Defendant, 
¢/o Lowry & Rinehart, 
1311 G Street, N. W., 
Washington 5, D.C. 
/s/ Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 
Dated: December 28, 1959. 
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OPINION OF THE DISTRICT COURT 
(Filed January 6, 1960) 

Rohert G. Mentag, of Detroit, Michigan; and Albert W. 
Rinehart, of Washington, D. C.. for tie defendant, for the 
motion. 

J. Harold Nilcoyne, of Washington, D, C. for the plain- 
tiff, opposed. 

ne 

This case ix before the Court on a motion by the de- 
fendant to quash service of the summons on him, and to 
dismiss the action for lack of jurisdiction over the sub- 
ject matter. 


The complaint alleges that the plaintiff is a Michigan 
corporation having its offices and manufacturing plant at 
Millington, Michigan, and that the defendant is a resident 


of the Province of Alberta, Canada. The action is brought 
for a declaratory judgment to adjudicate that certain let- 
ters patent of the United States and certain patent appli- 
cations are owned by and’are the sole property of the plain- 
tiff and not of the defendant. In other words, the action 
relates to title to patents and patent applications, Service 
of the summons on the defendant was had by publication, 
pursuant to 35 U.S.C. §293, which rends as follows: 


“Every patentee not residing in the United States 
may file in. the Patent Office a written designation 
stating the name and address of a person residing 
within the United States on whom may be served pro- 
cess or notice of proceedings affecting the patent or 
rights thereunder. If the person designated cannot 
be found at the address given in the last designation, 
or if no person has been designated, the United States 
District Court for the District of Columbia shall have 
jurisdiction and siiuinons shall be served by publica- 
tion or otherwise as the court directs. The court shall 
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have the same jurisdiction to take any action respect- 
ing the patent or rights thereunder that it would have 
if the patentee were personally within the jurisdiction 
of the court.” (Himphasis supplied.) 


It will be observed that by the foregoing provision the 
United States District Court for the District of Columbia 
is granted jurisdiction over “proceedings affecting the 
patent or rights thereunder”, if the patentee does not re- 
side in the United States and, in that event, the summons 
may be served by publication. It is argued in behalf of 
the defendant that this action, not being one under the 
patent laws, is not within the purview of Section 293, and 
that, therefore, this Court is without jurisdiction of the 
subject matter; and further that the provision as to serv- 
ice of process by publication is not applicable, Conced- 
edly, this is not a suit under the patent laws within the 
meaning of the Constitutional provision authorizing the 
Congress to grant patents to inventors.’ Under this clause 
the Congress has conferred upon the United States District 
Courts original jurisdiction of any civil action arising 
under any Act of Congress relating to  patents.? This 
jurisdiction is limited to actions for infringement of pat- 
ents and actions for declaratory judgnent involving valid- 
ity or infringement of patents. It does not extend to con- 
tracts or other matters merely because the subject in- 
volved happens to be a patent. 


Neither can jurisdiction be sustained in the case at bar 
on the ground of diversity of citizenship. While it is al- 
leged that the defendant is a resident of Alberta, Canada, 
it is not averred that he is a citizen of Alberta, Canada. 
So too, there is an absence of any allegation as to the juris- 
dictional amount. 

It is argued in behalf of the plaintiff that 35 U.S.C. 
§293, which has been quoted above, is not limited to actions 


1 Constitution, Article I, Section 8, clause 8. 
228 U.S. C. §1338(a). 
3 Wade v. Lawder, 165 U. S. 624. 
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under the patent laws, but should be construed as being 
broad enough to comprehend any suit if its subject matter 
is a patent. In support of this contention, counsel for the 
plaintiff points to the words, ‘proceedings affecting the 
patent or rights thereunder”. It is argued that the words, 
“affecting the patent or rights thereunder” have a much 
broader scope than covering merely actions for infringe- 
ment or declaratory judgments involving validity or in- 
fringement. It is argued that they extend to any suit 
which directly affects patents, such as actions involving 
a title to a patent, as is the case here. If the words are 
taken literally, there is considerable basis for the construe- 
tion urged by the plaintiff. On the other hand, the words 
are somewhat vague and indefinite. They cannot be said 
to be so clear and unambiguous as not to require interpreta- 
tion. 


The Section in its present form was new in the codifica- 
tion of the patent laws of 1952. Neither the legislative 
history nor the Committee Reports throw any light on the 
question here presented. It is a matter of novel impression. 
The fact that the Section is included in the codification of 
laws relating to patents would seem to lead to the conclu- 
sion that the Section should be construed as being limited 
to actions under the patent Jaws, rather than extended to 
all actions affecting patents generally, Another reason 
for adopting this construction is that otherwise a Con- 
stitutional question would arise. It is a well known prin- 
ciple of statutory construction that everything else being 
equal, an interpretation of a statute should be adopted 
that would avoid a Constitutional question rather than one 
that may require its determination, The Constitutional 
question that would be lurking here is a possible lack of 
any Constitutional basis for jurisdiction either over the 
subject matter or over the person, if such a suit were not 
brought either under the patent laws or under the provi- 
sion relating to diversity of citizenship. Obviously it would 
be inappropriate and certainly unnecessary to decide this 
question on this occasion, Suffice it to point out that a 
debatable question exists and that, therefore, following 


Opinion of the District Court 93a 


the accepted rules of statutory interpretation, if possible 
the statute should be so construed as to avoid this pitfall. 
The Court concludes that the phrase “proceedings affect- 
ing the patent or rights thereunder” contained in 35 U.S.C, 
§293,, should be construed as synonymous with ‘actions 
under the patent laws of the United States” and, therefore, 
should be limited and restricted to actions for infringement 
of patents and actions for declaratory judgments to ad- 
judicate the validity or infringement of patents. Since the 
case at bar is not within this group, Section 293 does not 
apply to it and hence service by publication under that 
Section was ineffective. 


The situation is complicated, however, by the fact that 
the defendant has filed an answer in which, in addition 
to pleading to the merits, he interposed a counterclaim. 
Under the present Federal procedure insufficiency of serv- 
ice of process may be raised either by motion or by an 
affirmative defense in the answer, Rule 12(b) of the Fed- 
eral Rules of Civil Procedures. Unlike the practice that 
prevailed previously, objections to service of process are 
not waived by answering to the merits, Rule 12(h). As 
indicated, however, in this instance the defendant went 
beyond pleading to the merits, but actually invoked the 
jurisdiction of the Court by asking for affirmative relief 
on a counterclaim. By so doing the defendant submitted 
himself to the jurisdiction of this Court. It should be noted 
in passing that the counterclaim was not one of a com- 
pulsory nature under Rule 13(a) of the Federal Rules of 
Civil Procedure, The defendant must, therefore, be deemed 
to have waived any objection to service of process, as well 
as any objection to jurisdiction over the person. 


As has been indicated above, this case cannot be brought 
within the categories of Federal jurisdiction based on 
diversity of citizenship, or that founded on the patent laws. 
Every United States District Court, however, is a court of 
general original jurisdiction in respect to cases and con- 
troversies arising within Federal areas, or Federal reserva- 
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tions as they are technically known, that are ecographically 
located within the district for which the court sits. Since 
the entire District of Columbia is 2 Federal area, this 
Court has been given genera jurisdiction over cases and 
controversies between parties, “both or either of which 
shall be resident or be found within said district. Seer 
D. ©. Code, 1951, Title 11, Seetion 306. 


The present action is a suit in equity iz personam to ad- 
judieate title to patents. Consequently it cannot be sue- 
cessfully contended, as the defendant tries to do, that this 
Court has no jurisdiction over the subject matter. Tf the 
suit may be maintained, however, this must be done under 
the local jurisdiction of this Court. The doctrine of forum 
non conveniens, however, then comes into play. The plain- 
tiff is a corporation organized and existing under the laws 
of Michigan and having its office and place of business in 
that State. It has no contact whatsoever with the District 
of Columbia. The defendant is a resident of Alberta, 
Canada. It does not appear that he is a citizen or a resi- 
dent of the District of Columbia, or even of the United 
States. There is no showing that the cause of action arose 
in this district, and manifestly it did not. This is a case 
in which clearly the Court should of its own motion invoke 
the doctrine of forwm non conveniens and decline to accept 
jurisdiction of the cause. 


4 Constitution, Article I, Section 8, paragraph 17, provides in enu- 
merating the powers of the Congress, that the Congress shall have 
power se * 


“To exercise exclusive legislation in all Cases whatsoever, over 
such District (not exceeding ten Miles square), as may by Cession 
of particular States, and the Acceptance of Congress, become the 
Seat of the Government of the United States, and to exercise like 
Authority over all Places purchased by the Consent of the Legisla- 
ture of the State in which the same shall be, for the Erection of 
Forts, Magazines, Arsenals, dock-Yards, and other needful Build- 
ings;—” 


Order to Dismiss Bill of Complaint; 95a, 
Notice of Appeal 


The action is dismissed on the ground of forum non con- 
VeEniens. 


/s/ Alexander Holtzoff 
United States District Judge. 


January 6, 1960. 


ORDER TO DISMISS BILL OF COMPLAINT 
(Filed February 29, 1960) 

This cause having come on for hearing on motion of the 
defendant to dismiss the complaint therein, and after hear- 
ing in open Court, it is, by the Court, this 1st day of 
February, 1960. 

Ordered that the complaint therein be, and the same is 
hereby, dismissed, with costs awarded to Defendant. 

/s/ Alexander Holtzoff. 


° * 


NOTICE OF APPEAL 


Notice is hereby given that North Branch Products, Inc., 
a Michigan corporation, of Millington, Michigan, plaintiff 
above named, hereby appeals to the United States Court 
of Appeals for the District of Columbia Circuit from the 
order dismissing said cause entered in this action on the 
lst day of February, 1960. 


/s/ J. Harold Kilcoyne, 
Attorney for Plaintiff. 
Dated at Washington, D. C., this 29th day of 
February, A. D. 1960. 
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OPINION OF THE COURT OF APPEALS 
(Filed March 7, 1961) 


Decided November 15, 1960 
(284 F. 2d 611) 


Mr, Albert A. Smith, of the bar of the Supreme Court of 
Michigan, pro hac vice, by special leave of court, with whom 
Mr. J. Harold Kilcoyne was on the brief, for appellant. 


Mr. Robert G. Mentag, with whom Mr. Albert W. Rine- 
hart was on the brief, for appellee. 


Before Mr. Justice Reep, retired,* and Fany and Wasu- 
incTon, Circuit Judges. 


Fany, Circuit Judge: The case comes to us on appeal 
from an order of the District Court dismissing the com- 
plaint of the plaintiff-appellant, on motion of the defend- 
ant-appellee. The dismissal was on the ground of forum 
non conveniens. 


By the complaint appellant sought primarily a declara- 
tory judgment that it owned certain United States pat- 
ents? issued to appellee and certain patent applications 
pending in his name, The patents and applications relate 
generally to drill bushings, arbors, bearings and like 
items, The complaint alleges that appellant is a Michi- 
gan corporation, with offices and manufacturing plant in 
that state, and that appellee at material times has been a 
stockholder, director, secretary-treasurer, and general man- 
ager of the corporation in charge of manufaciure and sale 
of said items and in charge also of research, development, 
and engineering. It is further alleged that the work of 
appellee in connection with the patents and applications 
was performed in the course of his employment by appel- 
lant, with materials purchased by it, and that the expense 
of obtaining the patents was paid from appellant’s funds. 
Appellant claims to be the sole owner of the patents. 


*Sitting by designation pursuant to Sec. 294 (a), Title 28, U. S. Code. 


1The patents referred to are Nos. 2,766,084, 2,744,424, 2,737,425, 
2,766,083 and 2,543,840. 
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The complaint places appellee's residence as the Village 
of Entrance, in the Province of Alberta, Canada, and 
alleges that appellee has not filed a written designation 
in the United States Patent Office stating the name and 
address of the person residing in the United States on 
whom may be served process affecting the patents and 
other rights described, Affidavit was filed as to appellee's 
non-residence in the District of Columbia and his absence 
therefrom at least six months, leading to service upon him 
by publication under the provisions of 13 D.C. Code $108 
(1951), read with 35 U.S.C, §293 (1958) infra note 5. 


On July 18, 1958, appellee filed an answer on the merits 
and a counterclaim for infringement and for royalties, 
and on November 30, 1959, moved to disiniss on the ground 
the District Court lacked jurisdiction of the subject mat- 
ter and of the person of appellee. 


The District Court sustained its jurisdiction of the sub- 
ject matter, and held that by interposing a counterclaim, 
which the court found to be permissive in nature, appellee 
had submnitted himself to the jurisdiction of the court. The 
court, however, sua sponte dismissed appellant's complaint, 
under the doetrine of forum non conveniens. 


The reasons given to suport the dismissal fail to take 
account sufficiently of several factors which lead us to 
conclude the court erred. Surely it would not be more 
convenient for appellant to sue appellee in Alberta, Canada, 
the place of his residence, Alberta is as distant from Michi- 
gan, the state of appellant's incorporation and the location 
of its offices and manufacturing plant, as is the District of 


* The opinion of the District Court states: 


The plaintiff! is a corporation organized and existing under the 
laws of Michigan and having its office and place of business in that 
State, It has no contact whatsoever with the District of Columbia, 
The defendant is a resident of Alberta, Canada. It does not appear 
that he is a citizen or a resident of the District of Columbia, or even 
of the United States, There is no showing that the cause of action 
arose in this district, and manifestly it did not. 
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Columbia. Tt is a foreign jurisdiction and cannot he con- 
sidered a more suitable or convenient forum in which to 
require the rights of the partics to be determined, There 
is no certainty a Canadian court would be compelled to 
assume jurisdiction of an action filed there by a@ non-Cana- 
dian citizen. We do not decide the question, but its exist- 
ence adds weight to the argument against the dismissal 
here, “[Ulnless the balance is strongly in favor of the de- 
fondant, the plaintiff's choice of forum shall rarely be dis- 
turbed.” Gulf Oil Corp. v. Gilbert, B30 U.S. 501, 508.8 Tt 
Will not do to send appellant off to Alberta to litigate there, 
however pleasant the sojourn in Canada might be. 


Tt is urged that Michigan, if not Canada, is a more 
convenient forum. It does have some conveniences, see 
note 2 supra, but a substantial obstacle stands in the way 
of requiring the action to be pursued there rather than 
permitting it to be pursued here, namely, the uncertainty 
of appellant's ability to obtain jurisdiction over appellee, 
who, though a citizen of Michigan, is a resident of Al- 


herta. As the District Court said, the action “is a suit 
+ 
fs 


in equity in personam to adjudicate title to patents,” and, 
we add, to patent applications. The parties are agreed 23s 
to this characterization of the action, and we also agree, It 
can hardly be said that Michigan furnishes a more con- 
venient formn than the District of Columbia when, inso- 


3 See also Ford Motor Co. v. Ryan, 182 F.2d 329 (2d Cir. 1950), cert. 
denied, 340 U.S. $51, where it is stated that “a defendant has the burden 
of making out a strong case for a transfer and * * * that the plain- 
tiff’s privilege, conferred by statute, of choosin;t the forum he selected is 
a factor to be considered * * *) 182 F.2d at 359, And see Wiren v. 
Laws, 90 U.S. App. D.C. 105, 194 F.2d 872. It is also to be remembered 
that forum non convenicns difers from a transfer under 28 U.S.C. 
$1404(a) (1958), a more stringent showing being required for the 
former. Norwood v. Kirkpatrick, 249 U.S. 29, quoting from All States 
Freight, Inc. v. Modarelli, 196 F.2d 1010, 1011 (8rd Cir, 1952): 


The forum non conreniens doctrine is auite different from Sec- 
tion 1404(a). That doctrine involves the dismissal of a case be- 
cause the forum chosen by the plaintiff is so completcly insppro- 
priate and inconvenient that it is better to stop the litigation in the 
place where brought and let it start all over again somewhere else. 


Opinion of the Court of Appeals 9a 


far as we are advised, jurisdiction over appellee cannot 
be obtained in Michigan. No res of the litigation is there, 
nor is appellee; and a constructive service may not he 
available, In Stewart v. Eaton, 287 Mich, 466, 477, 283 
N.W. 651, 655 (1939), it is said: 


To sceure personal jurisdiction over non-residents, 
a personal service beyond the limits of the State is 
equally ineffective as is constructive service by pub- 
lication, The process of a court runs legally only 
within the limits of its jurisdiction and it is only by 
service made within those limits that a right to recog- 
nize a personal judgment against a nonresident with- 
out his consent is acquired. 


ale 


And see 1 Callaghan’s Michigan Pleading & Practice $16.85, 
at 463 (1946). 


As stated in Gilf Oil, “Tn all cases in which the doe- 
trine of form non convenicens comes into play, it pre- 
supposes at least two forums in which the defendant is 
amenable to process; the doctrine furnishes criteria for 
choice between them"! Assuming jurisdiction in our Dis- 
trict Court, there is no clear choice of another forum where 
appellee is amenable to process. 


The question remains whether jurisdiction resides in 
our District Court. As to this we agree with the court 
that jurisdiction was acquired over both subject matter 
and appellee. 


As to subject matter the action, as we have seen, is 
one to determine the title or ownership, as between the 
corporate appellant and the individual appellee, of pat- 
ents held in the latter's name and certain pending appli- 
“ations. Deeming the action to be one in which service 
on a nonresident patentee could be made under 35 U.S.C. 


4330 U.S, at 506-07. 
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§293,* plaintiff attempted such service. We do not decide 
whether service so made gave the court jurisdiction over 
the subject matter, for, that question aside, such juris- 
diction resides in the common-law equity jurisdiction of 
our District Court. Both section 293 and 28 U.S.C. $1338 
(1988, the latter now sct forth in the margin)* are special 
grants of jurisdiction in the area of patents, copyrights, 
and trademarks, which leave unimpaired the underlying 
jurisdiction in equity which encompasses the present case. 
See Pang-Tsu Mow v. Republic of China, 91 U.S. App. D.C. 
394. 201 F. 2d 195, cert denied, 345 U.S. 925, and cases 
cited. Cf. King v. Wall & Beaver St. Corp., 79 U.S. App. 
D.C. 234, 145 F. 2d 3777 


5 That section reads: 


Every patentee not residing in the United States may file in the 
Patent Office 2 written designation stating the name and address of 
a person residing within the United States on whom may be served 
process or notice of proceedings affecting the patent or rights there- 
under. If the person designated cannot be found at the address 
given in the last designation, or if no person has been designated, 
the United States District Court for the District of Columbia shall 
have jurisdiction and summons shall be served by publication or 
otherwise as the court directs. The court shall have the same juris- 
diction to take any action respecting the patent or rights thereunder 
that it would have if the patentee were personally within the juris- 
diction of the court. 


6 Section 1338 reads: 


(a) The district courts shall have original jurisdiction of any 
civil action arising under any Act of Congress relating to patents, 
copyrights and trade-marks. Such jurisdiction shall be exclusive of 
the courts of the states in patent and copyright cases. 


(b) The district courts shall have original jurisdiction of any 
civil action asserting 2 claim of unfair competition when joined with 
a substantial and related claim under the copyright, patent or trade- 
mark laws. 


? The fact that the complaint alleges jurisdiction over the subject 
mater under 28 U.S.C. §1338, is immaterial if, as we think is true, the 
allegations bring the case within the equity jurisdiction of the court 
aside from that provision. 


Opinion of the Court of Appeals 101a 


As to jurisdiction of the person, the defendant-appellee 
filed an answer and counterclaim for royalties and in- 
fringement, unaccompanied by any objection to jurisdic- 
tion. Tle thus submitted to the jurisdiction of the court. 
Many months later he filed a motion to dismiss ** For Lack 
of Jurisdiction Over the Subject Matter.” having come to 
the conclusion that section 1338, applicable to an action 
arising under the patent laws, did not apply, and that sec- 
tion 293 “does not give the court personal jurisdiction over 
the defendant,” nor over the subject matter. But the court 
had already obtained personal jurisdiction over defendant 
by his previously filed answer and counterclaim. By the 
latter he sought affirmative relief and thus invoked the 
court's jurisdiction” Appellee urges to the contrary that 
the counterclaim was compulsory under Rule 13(a), that is, 
had to be asserted when filed or be lost, since it arose out of 
the transaction or occurrence that was the subject matter of 
the complaint, and did not require the presence of a third 
party. It is said to follow that the answer and contem- 
porancously filed counterclaim did not operate to bring ap- 
pellee within the District Court's jurisdiction, The District 
Court thought that the counterclaim was permissive, 
Whether or not is‘imimaterial, for even if compulsory ap- 
pellee was not compelled to pursue it unless served prop- 
erly and could have filed a motion to quash the service at- 
tempted in reliance upon seetion 295. Rule 12(b) allows a 
challenge to jurisdiction of the person to be nade by motion 
prior to the filing of an answer or counterclaim, Thus, 
were the counterclaim compulsory it need not have been 


sFreeman v. Bee Machine Co., 319 U.S. 448, 459; Merchants Heat 
& Light Co. v. J. B. Clow & Sons, 204 U.S. 286; Kincade v. Jeffery- 


sey Prods., 196 F.2d 92 (2d Cir. 1952); Beaunit Mills, Inc. v. Industrias 
Reunidas F. Matarazzo, SvA. 23: F.RD. 654 (S.D.N.LY, 1959); Noerr 
Motor Freight v. Eastern R.R. Presidents Conference, 155 F. Supp. 768, 
838 (E.D, Pa, 1957); Hook & Ackerman, Inc., ve Hirsch, 98 F. Supp. 477 
(D.D.C. 1951). But, where the objection to service is filed with answer 
which includes counterclaim, sce Keil Lock Co., Inc. v. Earle Hardware 


Mfg. Co., 16 F.R.D, 388 (S.D.N.Y. 1954). 
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asserted immediately but could await, without being lost, 
the disposition of a motion to dismiss for lack of juris- 
diction over the person. See Beaunit Mills, Inc. v. Indus- 
trias Reunidas F. Matarazzo, S.A., 23 F.R.D. 654 (8.D. 
N.Y. 1959). If the motion were granted appellee would 
have been under no compulsion to file a counterclaim. 
Were the motion denied the objection to service could 
have been reasserted on appeal and if then sustained 
the interim filing of the counterclaim would not have 
waived the objection. 


Appellee, having submitted voluntarily to jurisdiction 
over the person by the pleadings he filed,” could not 
thereafter avoid the consequence by retracting. 


Reversed and remanded. 


® We do not find it necessary to discuss an alternate ground for 
deeming appellee to have waived his jurisdictional objection, that is, by 
answering to the merits and then later challenging jurisdiction of the 
person. The counterclaim aside, appellee could properly have joined his 
answer with a motion to dismiss without waiving the latter, but under 
Rule 12(h) the defense of lack of jurisdiction of the person is waived 
if not raised by motion before answer or with the answer, because of 
defendant's failure to assert the defense within the time prescribed by 
that Rule. See Ginn v. Biddle, 60 F. Supp. 530 (E.D. Pa. 1945); Bogar 
v. Ujlaki, 8 Fed. Rules Serv. 12h.1, Case 2 (W.D. Pa. May 8, 1945). 
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EXCERPTS FROM TRANSCRIPT OF TESTIMONY 


* * * * ” 


SWANSON, E. C., Testimony of: 


Direct Examination 
(24) Q. What is your profession, sir? A. Tama physi- 


cian-surgeon. 
* * * * * 


(30) Q. After vou got off the Board of Directors at 
Universal Engineering Company when did you next see 
Mr. Fisher, if vou remember? A. | was invited up to his 
ranch, and | took my family and went up to his ranch. 

Q. About what vear was that? A. 1] think that was °47 

‘48. 

As T understand it, you were his guests up there; 


is that correct? AL Yes, 

Q. Reeeived very gracious treatment? JA. He was a 
wonderful host. 

Q. After that when did you next see Mr. Fisher? A, 
He came down to Michigan | think in the early part of 
“49, He came to my house and talked about starting a 
company and stated that he had a revolutionary idea which 
he wanted to develop. 

Q. What, if anything, did he show vou at that time? 
A. 1 don't recall at that time he showed me anything but, 
at that particular time, he came back several times and he 
had some drawings. I think he drew out something and 
as T reeall at this time he had talked about or drew out a 
bushing which had a coiled wire embedded in a cast body. 

* * * * La 

(51) Q. Now, Doctor, T hand vou Plaintiff's Exhibit 2, 
the application just referred to, and [ will ask you whether 
the illustration which is a part of that exhibit—I will ask 
you whether or not that had any general similarity to what 
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he drew for you there in Vassar? (Ianding.) A. Tf this 
coil is the wire, and if it is embedded in the hody, I would 
think this has some similarity to it. 

Q. Thank you, sir. Now, Doctor, to the best of your 
(32) knowledge, did the company ever manufacture any 
item such as described in that application? A. Never did. 


* * * * * 


(33) Q. Allright. But who actually took care of buying 
the stock of the existing North Branch Products, Incor- 
porated? A. Well, Mr. Fisher went over to North 3ranch 
on his own and called me one night and told me he had 
located a plant in North Branch, Michigan, and that he was 
going to start operations there. The name North Branch 
Products was the name of another company, another group 
of men who used this name, another company which was 
started in 1947. And Mr. Fisher apparently bought the 
stock and made some arrangements with the former North 
Branch Products which was started in 1947. So the pres- 
ent North Branch Products retained the name as North 
Branch Products. But he handled the entire affair him- 
self. [never met any of the officers, directors, stockholders, 
et cetera, of the original North Branch Products. He han- 
dled this entire deal himself. I just furnished him the 
money. 

* * . * * 

(34) Q. Turn the exhibit for identification over and I 
will ask you about what the back says. A.—(Reading): 
For value received T hereby sell, assign, and transfer to 
W. R. Fisher, Trustee, blank shares of capital stock repre- 
sented by the within certificate and do hereby irrevocably 
constitute and appoint blank attorney to transfer said stock 
on the books of the within-named corporation with full 
power of substitution in the premises. Dated March 30, 
1949. Signature of Carl Mortstein, and witness. 

(35) Q. The exhibit bears the signature of Mr. W. R. 
Fisher, does it not? It is written in in ink. A. Yes, I be- 
lieve that is his handwriting. 


° ° 
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(40) Q. Dr. Swanson. T hand you Plaintiff's Exhibit 5, 
the Fisher Patent No, 2.744424. The application was filed 
January 10 of 1952. (Handing.) 1 will ask you if Mr. 
Fisher eser disclosed to you or the Board of Directors of 
North Branch Products thet he was filing that application. 
A. He never did, to my knowledge. 

Q. I hand you Plaintiffs Exhibit 6, Fisher Patent No. 
2737425, the patent application filed on March 27, 1953, 
and I will ask you if before March 27, 1953, Mr. Fisher ever 
told you he was going to file that application. A. No, he 
did not. 

Q. T show you Plaintiffs Exhibit 7, Fisher Patent No. 
2,766,083, patent application filed March 27, 1953, and T will 
ask vou specifically as to that exhibit if Mr. Fisher told 
you he was going to file that application before he (41) 
filed it. A, He did not. 

Q. Or the Board of Directors, A, Not to my knowledge, 

Q. I show you Plaintiff's Exhibit Ss, Fisher Patent No, 
2,766,084, application filed July 29, 1953, and T will ask you 
specifically if Mr. Fisher showed you that application or 
discussed it with vou before he filed it. AL No, he did not. 

Q. Did he diseuss it with the Board of Directors, if you 
know?) A, Not to my knowledge. 

I show you Plaintiffs Exhibit 9 Fisher Patent No. 

: application filed July 29, 1955, and ask you spe- 
cifically whether Mr. Fisher discussed that) application 
with you before he filed it. A. No, he did not. 

Q. Did he diseuss it with the Board of Directors, if you 
know?) A. Not to my knowledge. 

Q. Now, Doctor, referring to all of these patents which 
T have just shown you, where the applications were filed 
after April of 1949. when did you first find out they had 
been filed? A. Well after Mr. Fisher left the company 
this is one (42) of the disclosures: that was revealed, 

Q. When did he leave the company? A. T think the 
early part of 7. 

Q. Who paid for these patent applications and this pat- 
ent work, if you know?) A. That was another disclosure 
which the C.P.A.’s which we employed revealed to us. We 
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found that in the ledger there were several items which 
indicated that there had been payments made and we found 
the cancelled checks indicating that the company had paid 
moneys for patent applications. 

Q. During this period of time you were President of 
the company, were you not; all of this period of time? A, 
That is correct. 

Q. And you were generally familiar with the fact that 
Mr. Fisher was keeping some type of records out there. 
A. Yes, I was. I trusted this man implicitly. 


(44) Q. Now, Doctor, T hand you Plaintiff’s Exhibit 16, 
for identification, which is a ledger sheet numbered 3, and 
a check of North Branch Products, Incorporated check 324, 
dated March (45) 13, 1950, pay to the order of T. S, Don- 
nelly, $20, and signed by W. Reuen Fisher, and 1 will ask 
you whether you recognize that ledger and that check as 
part of the records which are kept by North Branch 
Products while Mr. Fisher was there?) A. They do. 

* * * * * 

(45) Q. Doctor, T hand you Plaintiff's Exhibit 17, 
which is a ledger sheet No. 6. accompanied by a check of 
North Branch Products, Incorporated, dated May 17, 1950, 
pay to the order of W. Reuen Fisher, $250, and signed by 
W. Reuven Fisher, and relating to the ledger, item 405—may 
J state it this way: The check No, 405—ledger No. 405 in- 
dicating patent application 591. Do you recognize that as 
a part of the records of North Branch Products? A, I do. 


* * * * * 


(46) Q. T hand you Plaintiff’s Exhibit 18. for identifi- 
cation, which is ledger sheet No. 10, accompanied by a check 
of North Branch Products, Incorporated, dated August 10, 
1950, pay to the order of W. Renen Fisher, $250, signed 
by W. R. Fisher, the check being 537 and relating to the 
ledger No. 7, indicating W. R. Fisher, T. S. Donnelly, legal 
expense. Do you recognize this as a part of the records of 
North Branch Products? A. I do, 
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(46) Q. T show vou Plaintiff's Exhibit 19, ledger sheet 
No. 16 accompanied by a check of North Branch Products, 
Incorporated, dated January 30, 1951, pay to the order of 
Thomas S. Donnelly, $30. signed W. R. Fisher and up in 
the corner, final fee, patent application 79655, the ledeer 
hearing entry 3, the check in the amount of $30 to Thomas 
S. Donnelly. Ts that a part of the records of North Branch 
Products, Incorporated? A, It is. 

* * * * * 

(47) Q. T show you Plaintiffs Exhibit 20, Doctor, a 
ledger sheet accompanied by a cheek dated April 22. 1953, 
payable to the order of T. S. Donnelly, $100, signed by W. 
R. Fisher, and indicating on the face of the check, on ae- 
count, $100. The ledger sheet, being a part of this exhibit, 
indicating the cheek as being paid to Thomas S. Donnelly, 
and T will ask vou if this is part of the records of North 
Branch Products. Incorporated. A. It is. 

* * * * * 

(47) Q.) Tshow you Plaintiff's Exhibit 21, for identifiea- 
tion, being a ledger sheet accompanied by a check dated 
June 5, 1953, payable to T. S. Donnelly, $80, signed W. R. 
Fisher, and the (48) ledger sheet showing that this item 
also was paid to T.S. Donnelly. T will ask you if that is 
a part of the records of North Branch Products, Incorpo- 
rated, A. They are. 

Q. Is that check actually in the handwriting, all of it. of 
W.1R. Fisher, the defendant in this case? A. It appears to 
be, yes, sir. 

* * * * * 

(48) Q.T show you Plaintiffs Exhibit 15, for identifiea- 
tion, a ledger sheet accompanied by a check of North 
Branch Products, Incorporated, dated March 2. 1950, 
pay to the order of Thomas S. Donnelly, $255, signed by 
W. Reuven Fisher, Secretary-Treasurer: the accompanying 
ledger sheet showing payment to T. 8. Donnelly in’ the 
amount of $255, And Task you whether or not that is any 
part of the records of North Branch Products, Incorpo- 
rated?) A. It is. 
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Q. Task you whether or not that is in the handwriting 
of W. R. Fisher, the defendant in this case. A. It appears 
to be. 

* * * * ° 

(49) Q. Do you know who Mr. T. S. Donnelly is, Doe- 
tor? A, He is in this room. He is Mr. Fisher’s attorney. 

Q. And it is his name which appears on all of these 
patents; is that correct? Do you want to review— A. I 
saw the name on there. 

Q. It is the same Mr. Donnelly whose name appears on 
there. A. I assume. The name is the same. Both are 
Donnelly. 

Q. You met Mr. Donnelly some time later, did you not? 
A. [met him in Detroit. 

Q. And he indicated, did he not, that he did file these 
applications for Mr. Fisher? 

Mr. Donnelly: We will admit that. 


(51) Q. During the period of time between 1949 and 
1957, what were you doing?) A. T was practicing medicine 
and also carrying out the duty of Executive Sceretary of 
the State Board of Medicine in Lansing, Michigan. 

Q. During that period of time, Doctor, how much time 
were you around Vassar, between 1949 and 1957? A. Well, 
I was busy in my medical practice and the duties of the 
Rotary President, and other civie Jobs which I had. [ also 
have three children. That took some time. And as far as 
North Branch Products was concerned, [ endeavored to 
secure funds to keep the company going and when Mr. 
Fisher left for Canada on certain occasions T went over to 
the plant and the bank and took care of financial obligations 
as they arose and other things which needed my immediate 
attention. But I was primarily involved in the practice of 
medicine and the duties of the Board of Medicine in the 
State of Michigan. 


* * * * * 


(52) Q. Actually, was there any difference in the way 
he conducted the business of the corporation during that 
period in 55 and any other time; if you know? A. 1 do not 
know. I think they were the same. 
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Q. During the period from 1949 down to February 17, 
1957, what mention, if any, was made by Mr. Fisher to you 
about royalties, patent royalties. A. I have no recollection 


of him talking about royalties. 


(53) Q. When was a demand actually first made on you 
for royalties by Mr, Fisher? A. Actually, Mr. Fisher had 
gone to Canada and as I stated, in the early part of “57— 
I don't recall the dates—but he sent a letter to the Board 
of Directors demanding payment of royalties. 


* * * . * 


(56).Q. Doctor, T hand you Plaintiff's Exhibit 23, for 
identification, which is a check register, page 20, dated 
February, 1956, accompanied by a check of North Branch 
Products, Incorporated, dated February 20, 1956, payable 
to W. R. Fisher, $500, signed by IH. C. Swanson, * * * 

(56) And ask you whether or not you recognize that as a 
part of the records of North Branch Products, Incorpor- 
ated? 

* * * ° 

(57) A. Yes, it is. 

Q. The check in question does bear your signature, does 
itnot? A. That is correct. 

Q. And the other writing on this check is whose? A. 
W. R. Fisher. 

Q. The defendant in this case; is that correct? A. Cor- 
rect. That’s his signature. 


* * * * ° 


(58) Q. Doctor, IT hand you Plaintiff's Exhibit 24, for 
identification and ask you, which is a ledger sheet, No, 22, 
accompanied by a check, the ledger sheet referring to March 
of 1956, accompanied by a check of North Brank Products, 
Incorporated, dated March 9, 1956, payable to W. R. Fisher 
in the amount of $500, signed by Dr. Ik. C. Swanson, and 
ask vou if you recognize that as a part of the records of 
North Branch Products, Incorporated? A. I do, 

Q. Is that your signature, Doctor? A. It is. 

Q. The other writing on this check is whose, if you 
know? A. It appears to be W. Reuen Fisher. 


110a iE. C. Swanson—Direct 


Q. For how long a period of time have you been ac- 
quainted with the handwriting of W. Reuen Fisher, the 
defendant in this law suit? A. Since “49. 

Q. Since 1949? A. Yes. 


* * * * * 


(59) Q. Doctor, I hand you Plaintiffs Exhibit 25, which 
is ledger sheet, page 24, with respect to the month of April, 
1956, accompanied by a check dated May 10—April 10— 
correction, 1956, payable to W. R. Fisher in the amount 
of $500 over the signature of IE. C. Swanson, and ask you 
whether or not you recognize that ax a part of the records 
of North Branch Products, Incorporated? A, I do. 

Q. Is that in fact your signature on the check? JA. It is. 

Q. Whose writing is the rest of the check? A, W. Reuen 
Fisher, Same as the endorsement on the back. 


* * * * * 


(G0) Q. Dr. Swanson, I hand you Plaintiff's Exhibit 26, 
for identification, ledger sheet No. 26, referring to the 
month of May, 1956, accompanied by a check dated May 16, 
1946, payable to W. R. Fisher in the amount of $500, signed 
by Kk. C, Swanson, and ask you whether or not you recog- 
nize that as a part of the records of North Branch Products, 
Incorporated? A, I do. 

Q. Is that in fact your signature on the check? A. It is. 

Q. In whose handwriting is the balance of the material 
on the check? A. W. R. Fisher. 

(61) Q. How is it endorsed? A. W. R. Fisher. 


” * . 8 * 


(61) Q. Doctor, when did you first become aware of these 
rovalty checks that [have just shown you here which would 
be exhibits—this last series of cheeks that refer to royalties 
in the year 1956? A. After Mr. Fisher left in the early 
portion of 1957. 

Q. Now, while he was with your company and at the 
time he wrote these checks what if anything did he say to 
you about it? Did he tell you he was going to write them? 
A. No. My signature appears on those checks. As I told 
you before on many occasions when I went to the bank when 
he was gone [ signed my name on checks so they could be 
utilized for company business and I assumed, possibly, I 
did sign some of those checks. 
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Q. You did sign checks in blank; is that correct? (62) 
A. Yes. 

Q. Referring to these exhibits specifically, which you 
have explained are in the handwriting of Mr. Fisher over 
your signature, [ will ask you again if he spoke to you and 
advised you he was going to write those checks? A. Not to 
my knowledge. 

The Court: You say not to your knowledge. The Wit- 
ness: T do not remember him talking about it to me. I 
doubt it very much. 


* * * * * 


(63) Q. T am asking vou to explain to the Court the 
relationship between North Branch Products, Incorporated, 
and Revere Fisher Engineering Company. A. Well, Re- 
vere Fisher Engineering Company was a sales company 
for North Branch Products. All of the products which are 
sold are sold through Revere Fisher Engineering Company, 
that are manufactured by North Branch Products. This is 
the sales corporation that is totally owned by North Branch. 


Q. By whom was Revere Fisher Engineering Company 
organized? A, Organized by the Board of Directors of 
North Branch Products at the suggestion and direction of 
Mr. Fisher. 


* * * * * 


(68) Q. Dr. Swanson, I hand vou Plaintiff's Exhibit 29, 
for identification, and ask you to tell the Court what that is, 
please, A, It is a catalog for the Revere Fisher Engincer- 
ing Company. 

Q. By looking at the material on the back of the cover, 
can you indicate for the Court for approximately what 
year? A, This is 1953 and prior to that. 


* ° * * * 


(70) Q. Doctor, T will refer you to page 5 of Plaintiff's 
Exhibit 30, the Revere Fisher catalog of 1956, at the bot- 
tom of this page refers to licensed under patents Nos. 
2,766,084, 2.766.083, 2,744,424, 2,737,425, and other patents 
pending. With that in mind I will ask vou whether or not 
you were advised by Mr, Fisher in the year 1956 he had any 
patents? A. He did not. 
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(72) Q. Incidentally, Dr. Swanson, were you given 
copies of these various catalogs that have been introduced 
in evidence here? A. No, | was never given any copies. 

Q. Those were rese srved for clients: is that correct? A. 
W ell. i it was for salesmen, naturally, for people that bought 
bushings. T had no reason to have them. There was a 
shortage of them anyway so I never got one. 


* * * * * 


Cross Examination 


(77) Q. Right before the company was organized was 
there any mention made to you hy Fisher concerning his 
patent and patent applications? A. No, sir. 

Q. And the company went ahead and organized? A. 
That's right. 

Q. Was he going to give that company those patents 
and patent applications? A. He didn’t mention anything 
about patents at the time the company was organized. 1 
don't know what he had in mind. 

Q. Was he going to vive them patents: did he mention 
them? A. He didn’t mention anything when the company 
was organized, 

(). How long after the company was organized did he 
mention it? A. Several weeks later he came to me with an 
agreement which he himself hi id prepared and wanted me 
to sign it, which I did, relative to royalties and the date on 
that thing is (78) April 5, in his own handwriting. 

Q. There wasn’t any unde rstanding at all as to him get- 
ting royalties on his patents and patent applications? A, 
The only understanding was in that agreement. 

Q. Besides the agreement was there an understanding 
he was to get royalty on the patent and patent applications, 
since he was going in and buying stock and paying cash 
for it, or was he Sie the patents and patent applications 
to the company? * * *(78) The Witness: There was no 
other agreement, no discussion except that agreement. 


* * * * ” 


(78) Q. Let’s Ieave that agreement out. I am talking 
about before the agreement. A. There was none. 
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Q. He was going to give it to the company? A. There 
was no discussion about it, sir. 

(79) Q. At the meeting of the Board of Directors on 
the first of April, 1949, was that the first meeting of the 
Board of Directors? A. That was the first meeting of the 
Board of Directors. 

(). In those ininutes appears this statement: ‘‘On mo- 
tion duly inade and seconded, W. Reuen Fisher, Treasurer, 
was authorized to sign all checks and negotiable instru- 
ments for the company. The patent license agreement be- 
tween Fisher and the company was approved and Fisher 
Was instructed to prepare contracts.’? Now, wasn’t there 
an agreement as to his patents? A. There was no agree- 
ment at that time. Mr. Fisher wrote the minutes. He was 
Secretary-Treasurer and sometimes the minutes would not 
be read from the previous meeting. 

Q. Do you mean these minutes are forged? A. I didn't 
say that. 

Q. Are they fraudulent? A. f didn’t say that. T said 
there was no discussion at that time about those patents. 

Q. This record shows there was a motion made approv- 
ing the agreement between Fisher and the company relative 
to his patents and Fisher was instructed to draw up con- 
tracts. Wasn't that so? A. It isn’t so to my recollection. 
T don’t remember (SO) that, sir. 

Q. In this Board of Director’s meeting of April 1, 
1949, it states: ‘* Patent license agreement between Fisher 
and the company was approved, Fisher was directed to 
prepare contracts for the next meeting.” Now, at the meet- 
ing held on August 3 the minutes of the last meeting were 
approved—were read and approved. That isn’t so, is it? 

A. There was no discussion about the patent agreement at 
that first meeting, sir. 

Q. The minutes say that there was a discussion. 


(81) Q. Then, you signed that agreement; didn’t you? 
A. Yes, sir. 

Q. And under that agreement the company was to pay 
Fisher royalties: is that correct? A. That’s what the agree- 
ment says, on certain patents mentioned in the agreement. 
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Q. He was to pay him royalties? (sic) This morning 
you said you never heard of any royalties being due Fisher 
until he notified you to along in 1956-57. Therefore, which 
is correct? A. I said this morning, if L reeall, that he never 
(S1) approached me about royalties until that time he left 
for Canada and we go‘ a letter from him. 

Q. You say ‘the never approached me.” Does that mean 
he didn’t approach the company? A. No, he never ap- 
proached me or the Board of Directors about royalties 
until we got this letter from him. 

Q. In the meantime you had been paying him royalties; 
hadn’t you? A. No, sir. 

Q. Youhadn't? A. No. 


* * * * * 


($1) Q. All right. Now, the company wanted money; 
they would come to you and ask you for $5,000 or $10,000, 
and you would throw it in, A. If I had it. 

Q. And if you din't have it they would go to Fisher and 
ask him for $5,000 or $10,G00 to throw in. A. And sell some 


stock. 

Q. That's right. And if you couldn't sell some stock 
($2) and you needed the money immediately either Fisher 
or you would throw in the money. Then you would get that 
money back, wouldn't you, from time to time. A. Didn't 
eet very much of it back, sir. 

Q. You would get some of it back, wouldn't you? A. We 
would get it back in stock. 

Q. What's that? A. We would get it back in stock. 

Q. And the amount of money that each of you threw in 
ran into considerable figures, didn't it? A. Yes, it did. 

Q. About what? A. According to the C.P.A. report, 
which was ade, we got a letter in September, 1957, 1 had 
put in $48,000 in eash—over $48,000, plus $58,000 and some 
dollars in stock. 

Q. And at one time there was understood that Fisher 
had put in $50,000 and had gotten no stock; is that true? 
A. Not to my knowledge. 

Q. In this Board of Director’s meeting of December 16, 
1956 there appears the following: **Upon motion by K. W. 
Rhodes, seconded by Harold Kilmer, it was unanimously 
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resolved that the company issue 33,200 shares of non-par 
stock at one dollar a share to W. R. Fisher in accordance 
with the resolution of the corporation of October 3, 1956. 
Further (88) resolved that the issuance of said stock is in 
consideration of the acknowledgment of W. R. Fisher for 
the sum of all obligations up to date.” So he had that money 
in there at that thine; didn’t he? A. I wouldn’t know until 
the C.P.AY’s went through the books whether he had it or 
not. We had in the minutes we acknowledged the debt to 
Mr, Fisher but the actual ‘amount of money in there would 
only be revealed by a certified audit which we endeavored 
to get. 

Q. You and Fisher were really carrying an account with 
the company; is that correct? A. I don't follow you. 

Q. I mean you put in some money and you drew out 
some money, you put in some money and you would draw 
out some money, you would put in some money and you 
would draw it out. But you never drew out as much as 
you put in. That’s correct, isn’t it? A. I never drew out 
any I didn’t put in. 

The Court: He said just the opposite. You drew out 
less?) The Witness: Oh, yes. A lot less. $48,000. 

Q. And the same happened with Mr. Fisher, isn’t that 
true?) A. We haven't had a certified audit on Mr. Fisher. 
(84) I ecouldn’t vouch for him. 

Q. At the meeting held October 3, 1956, there appears 
this: ‘The Board recognizes that W. R. Fisher has over 
a period of eight years advanced the sum of $50,000 for 
which stock has never been issued and for which the cor- 
poration has never issued note or notes. Therefore, be it 
resolved that the corporation issue 33,200 shares non-par 
stock at $1.00 per share to W. R. Fisher.” That would indi- 
cate he had over $50,000 in at that time: wouldn't it? A. 
According to that, yes. It could only be verified with an 
audit. 

* ° * * J 

(S4) Q. Now, there is a check here for $500 payable to 
Fisher, and signed by you. It appears as part of Plaintiff's 
Exhibit 26. Was that amount ever charged back to Fisher’s 
account? A. I wouldn’t know that, sir. It is according to 
what his accounting was. 
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Q. And vou would say the same for all of these exhibits, 


95, 24, 23,15, 21, 20, 19. 18, 17 and 16; wouldn't you (S85) ? 
A, Say the same as what, sir? 

Q. ‘That you wouldn't know whether they were charged 
back to his account or not. A. We couldn't find out because 
we couldn't get an audit made, He refased te cooperate 
to give us an audit to find out how much he did owe. 

Q. Fisher left the company in 1954, didn’t he, for a 
couple of years? A. Fisher left the company several times 
for ashort period of time to go up to Canada. 

Q. And in 1954 he left for a couple of years. A. 7 
wouldn't say that. Tle was still manager of the company 
all the time. 

Q. He was manager of the company all the time? A. He 
had two relatives: his brother-in-law and nephew that ran 
the company under his direction in his absence, 

Q. Now, Fisher was relieved of his dutics as Sceretary- 
Treasurer, wasn’t he? 

* * - ” * 

(8G) The Witness: Prior to the time he left for Canada 
which was, T think, in February, 1957, we wanted to give 
him the title of consulting engineer and keep him because 
of his engineering ability and relieve him of all of the duties 
of Seerctary-Treasurer at that time. That was possibly the 
latter part of “46 or carly part of "57, But he refused to 
accept such a title and left for Canada. 

* * * ~ * 

(86) Q. THe was told to leave. He was told he could no 
longer be General Manager or Secretary-Treasurer; wasn’t 
he? A. He was told that we appreciated what he did, and 
that he had too much to do to act in all these jobs: manager, 
Secretary-Treasurer, et cetera, and we asked him to stay on 
as Consulting Engineer but he wanted to be Manager and 
Secretary-Treasurer and handle all phases of the company 
himself, 

” *” * Ld * 

($7) Q. When you signed this Exhibit 1, what purport 
did vou think that had?) A. Are you talking about the 
agreement? 
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). Yes. A. I trusted Mr. Fisher. He asked me to sign 
this thing and I did. 

Q. Did you know what was in it? A. I read the thing, 
yes. 

Q. You had been authorized by the Board of Directors, 
(SS) too, to sign it, hadn’t you? A. No. 

Q. Hadn't Fisher been authorized by the Board of Di- 
rectors to getitup? A. No. 

Q. I just read you the minutes where it said he did. A. 
Regardless what they said we had no such discussion at 
the Board of Director's meeting about it. This was his own 
idea, 

(). You know that as a matter of fact? A. That’s right. 

Q. There was no discussion, A. That’s right. 

Q. So he was just going to give the corporation these 
patents. A. I didn’t say that. 


(92) Q. Now, I ask you to examine Exhibit 2, and most 
particularly Fig. 3 of the drawing. That’s a coil, isn’t it? 


A. Yes, it is a coil wire. 
* * * . * 

(92) Q. Fig. 1 is a part of the body, isn’t it? (93) .A. 
Fig. 1 looks like a vertical section of a body with some 
indentations. 

Q. In order to insert that coil into the body you would 
screw the coil into the body, wouldn’t you? A. I wouldn’t 
know anything about that. 

(Q). So that it may be removable and it may not be. A. 
I wouldn’t know. The one he talked about initially the coil 
was part of the body. The body was cast in some way that 
the coil became a portion of the body; it was not removable. 

Q. You haven't shown us that here this morning. A. 
No, sir. The first time I saw this was this morning. 

Q. I say you haven't shown us the type of structure 
you are now defining in which the body was cast about the 
coil. 

The Court: As I recall your testimony, you said that 
the— 
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The Witness: IIe didn’t show me any. Te had some 
hand sketches. 

The Court: Yes. 

” * * Ld * 

(93) Q. So you didn‘t see a sample of a bushing. A. 
Not at the initial time, no. 

Q. Did you at any time? A. I don’t recall that one, 
sir, except that— 

Q. You are now referring to Exhibit 2? (94) A. That's 
right. He brought some dic cast bushings in. In other 
words, he would come in there when I was busy in the 
office, maybe three or four times a week and show me some- 
thing which IT was not cognizant of except I remember the 
first thing he talked about. 

Q. Did you have conversations from time to time con- 
cerning patents? A, No. 

Q. Notatall? A. With whom? 

Q. With anybody connected with this company? A. 
Over a period of eleven years? 

Q. Yes, sir, A. Probably we talked about patents. 
That’s a rather broad quetsion. 

Q. Patents on bushings? A. Patents on bushings? 

Q. Yes. A. [don’t reeall any specific discussion. 

Q. Your testimony was that you hadn’t had these pat- 
ents or patent applications called to your attention. A. 

hat’s right. 

Q. And they were first called to your attention when 
he wrote you a letter in 1957 demanding royalty. A. That’s 
the first time he talked about royalties. 

(95) Q. And that is the first time you had known about 
the patents, wasn’t it? A. I wouldn't say the first time I 
knew about the patents, because I saw in the catalog ** Pat- 
ent pending.” As I say, I trusted this man and I didn’t 
know anything about the hooks. 

Q. In these catalogs you did see ‘*Patent’? and ‘‘Pat- 
ent pending.” A. Yes. 

Q. When was that? A. When I was over at the office 
once I saw that. 

Q. When? What year? A. I presume that was in 
1955-6. 
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Q. You had a catalog in 1954 showing it. A. I don’t 
recall it then, sir. Whenever I asked him any questions he 
became very evasive and sometimes curt. I was told sev- 
eral times that he was in charge of this thing and he didn’t 
Want any interference, I trusted him so I went along. 

Q. In the catalog in 1954 you did sce those markings, 
didn’t you? A, [ couldn't exactly tell you the date. T saw 
them this morning too. 

Q. You saw thei in the catalog in 1954, too, didnt you? 
A. And I saw thein this morning, too. 

(96) Q. Well, answer the question, A. I probably did. 

Q. When that catalog was prepared was it prepared by 
Fisher alone or did he take it up with the company? A. 
It was prepared by Fisher alone, 

Q). Without consent of the company of any kind, do you 
think? A. 1 don’t say we didn’t consent. We all felt the 
same way. You couldn't get anything out of him. He was 
curt and evasive and we were told to mind our own busi- 
ness, and kept on supplying the money. 

Q. He was putting in his money, too. A. Pardon? 

Q. He was putting his money in, too, wasn’t he? A. I 
presume he was. 

Q. Didn't he take up with the Board of Directors wheth- 
er or not they would go ahead and spend the money for a 
new catalog? A, I think it might have been discussed but 
he would go on with it anyway. So it probably was. 

Q. So it was discussed. A. I presume it was. The 
Board of Director's ineceting didn't last very long. Ell tell 
you that. 

Q. Now, in this Board of Director’s mecting on the 22nd 
of February, 1950, appears the following. 


* * * * * 


(97) **The advertising catalog costing $3,000 in the next 
three months was approved.” 
ad * * * * 
(97) Q. Would you say that wasn’t so? A. I wouldn't 
say it wasn't so. 
Q. And when the catalogs were printed did you examine 
them carefully to see what they consisted of? A. No, I did 
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not. The catalogs were left at the office under his juris- 
diction. 

Q. Did you have a catalog in your office? A. I don’t 
think I ever had one while he was there, no, because there 
was a shortage of catalogs. 

Q. There was a shortage of catalogs but didn’t you have 
one in your office? A, I doubt it very much. 

Q. Didn't you take that catalog ‘and show it to prospec- 
tive stock buyers? A. No, 1 got the catalog from the office. 

Q. So you did have possession of the catalog. A. W hen 
I went to sell stock, yes. 

(98) Q. And this catalog of 1954 in which the numbers 
of the patents appear you also had copies of that, didn’t 
you? 

Mr. Smith: Are you referring to 1954?) Mr. Donnelly: 
TJ think that’s the one. 

Mr. Kileoyne: There are no patents issued at that time. 

Mr. Donnelly: May T have the catalogs, please? The 
Court: The 1954 catalog says ‘patent pending.” 


* * * * * 


(98) Q. In this catalog of 1954 it says there are patents 
pending. You knew that, didn’t you? A, I knew it was in 
the catalog. 

Q. And the catalog succeeding that, which is Exhibit 
99, has the same remark in it. You knew of that too, didn’t 
you? A, Similar, This would cover the agreement. There 
were no nunbers on it. My understanding of this would 
be covered in the agreement. 

Q. These bushings shown? A. The patents were pend- 
ing. 

Q. All right. Let’s go back to this. You say in this 
catalos, Exhibit 27, in which the statement appears ‘* Pat- 
ent Pending” that relates to the patents which were pend- 
ing on the bushing shown. A. I don’t know what it relates 

. He made the thing (99) out. 

Q. What would it mean to a person of ordinary intelli- 


gence? 
* ° * ° ° 
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(99) Q. And in Exhibit 30 there are a number of patent 
numbers set out therein, aren’t there? A. That’s correct. 

Q. Did that exhibit come to your attention at any time? 
A. No, this is copied directly from an original—direct copy 
of the former catalog. 

Q. But those notations were not in the former catalog? 
A. Yes, the one prior to this one. Have you got a °55 cata- 
log? 

Q. No, we don’t have that. They were in the °55 cata- 
log? A. I wonder. I think what happened is they took the 
cover off and duplicated that thing. 

Q. Were you familiar with that catalog in 1955? A. 
Familiar with it; I have seen it, at least. 

Q. Youwere? A. In what way? 

Q. Were you— A. Lhave seen it, yes 

(100) Q. You saw it? A. Yes, 

Q. And you had possession of it. A. I probably had 
one, yes. 

Q. When they published those catalogs you circulated 
them, didn’t you, among the trade. A. I didn’t do that. 

Q. Well, the company did, A. I presume they did. 

Q. What would you get out a catalog for? A, Pardon? 

Q. What would you get out a catalog for? A. That 
wasn’t part of my work, I had nothing to do with that. 

Q. You were practicing medicine. A. That's cee 

Q. And you had very little to do with this company; 
that so? A. Except for getting money, and et cetera. 

Q. So you were left alone until they needed money. A. 
That’s right. 

Q. When they couldn't get it from you they got it from 
Picher, and when they couldn't get it from Fisher they got 
it from vou (101) AL Or my friends or his friends, 

Q. Are you familiar with the structure shown in Exhibit 
5, Patent No. 2,744,426? A. No. 

Q. Could vou recognize any of the bushings there? A. 
No. I don’t know anything about that. I don’t know too 
much about it. All I know I have learned since I was affili- 
ated with the company. 
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(102) Q. And they had a coil in them when you manu- 
factured them in 1949. A. I don’t think so. 

Q. Not 1949, In 1950 or ‘551. You din’t have any out 
in 1949, A. 1 wasn’t there,—I wasn’t close to the company. 
I wouldn’t know. I don't recall any coils made there in the 
early part of 1950. 

Q. When Fisher went to buy out the North Branch 
Products Company—that’s the company that was in busi- 
ness in North Branch—did he discuss that with you before 
he went to buy them out? A. He did not. 

Q. In this stock certificate I notice that the stock cer- 
tificate has been transferred to W. R. Fisher, Trustee. Was 
he buying that company for another company ? A. | would 
not know, sir. I had nothing to do with that transaction. 

Q. That company was transferred to the new North 
Branch Company, wasn’t it?) A. As T learned later the 
original North Branch Products (103) was organized in 
1947 and Mr. Fisher made the entire negotiations of that 
company, retained the name, got the building and we start- 
ed the present organization. 

Q. ‘When he bought it out he had the stock transferred 
to him as trustee. A. I wouldn’t know that, sir. T had 
nothing to do with that. He told me he had the building 
and would start the thing going. 

Q. So you knew nothing about these patents or the 
patent applications until sometime later. A. There was no 
discussion about patents at any time. 

Q. You had no knowledge of them either, A. Pardon? 

Q. You had noknowledge of them? A, What did I have 
no knowledge of? 

Q. No knowledge of the patents or patent applications. 
Until when? A. Until I signed that agreement. 

Q. After that, subsequent to that agreement, did you 
have any knowledge of the patents or patent applications? 
A. IT had no knowledge except I signed that agreement. 

Q. After that agreement was signed did you ever get 
any information concerning the patents or patent applica- 
tions? A. You could get no information. Whenever that 
subject (104) was brought up he evaded it and was very 
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curt, as I told you, and said he wanted no interference; 
that he was running the show. 

Q. When did you get any definite information? A. 
When we got the letter from him after he had gone to 
Canada. 

* * * * * 

(104) Q. I ask vou to examine Defendant’s Exhibit 1 
and see if—how you reconcile that statement with the 
statement you just made that you knew nothing about them. 
(Handing.) A. I don’t get the question. This is a letter 
written to W. R. Fisher which serves as a notice of a meet- 
ing of the directors of North Branch Products on Decem- 
ber 20, 1954, 7:00 p.m. in North Branch, Michigan. 

Q. It is signed by you, isn’t it? A. Just a moment. 
Nunber 1, election of Seeretary-Treasurer, future opera- 
tions and progress of business, discussion of rights and 
benefits of the company under the agreement (105) relating 
to patents and patent applications and any other business 
as may properly come before such meeting. Signed E. C. 
Swanson, President. Dated December 16, 1954. 

Q. That would indicate vou knew about patents and 
patent applications at that time, didn't it? A. It indicates 
per that agreement stated in there. 

Q. It indicates you were going to discuss rights and 
benefits of the company under agreement relating to pat- 
ents and patent applications; doesn't it? A. Under that 
agreement that was signed. 


* * * * * 


(106) Q. And there appears the following: ‘*Moved by 
H. Grennell and seconded by I. C. Swanson, that the roy- 
alty, wage, and salary set up of $125 per week by the 
Board of Directors as of January 20, 1950, be recognized.” 
It was recognized, was it? A. If it is in there, I suppose it 
is in there. I don't recall. 

(107) Q. Now, under date of November 23, 1954, you are 
talking about paying him wages, travel expenses, and roy- 
alties, and yet today you stated that you never heard any 
question of royalty under 1957. Which is correct? A. Can 
I see the minutes, please? 
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Q. What’s that? A. Can I sce the minutes before I 
answer that question? (The minutes were handed to the 
witness.) 

The Witness: You see here. This doesn’t say anything 
about patents. It mentions royalt‘es, wage and salary set- 
up. What was the question? 

(108) Q. I said which is correct: That vou never heard 
of the demand for royalties; you never heard about royal- 
ties being payable until 1957? A. There was no demand by 
Mr. Fisher for royalties until 1997. 

Q. But you knew royalties were accumulating; didn’t 
you? A. In the agreement. Yes, sir. I knew about that. 

Q. Page 171 of the Board of Directors meeting which 
was held January 11, 1955, which is the meeting following 
November 23, 1954, it says: *The minutes of the prev ious 
meeting were read and approved. ” That’s referring to the 
minutes you just discussed. That’s correct, wasn’t it? A. 
T assume it was. 

The Court: You say you assume it was. The Witness: 
T don’t recall. 

The Court: Was it the custom to read the minutes of 
the preceding meeting? The Witness: Yes, but it wasn’t 
done all the time. 


* * * * * 


(109) Q. This sets out in the ledger that it was charged 
to rovalties; is that right?) Mr. Smith: Referring to k:x- 
hibit 26? 


* * * * * 


ae The Witness: The check is for $500, written in 

- RB. Fisher’s handwriting and endorsed by him, signed 

- E. C. Swanson: the ledger sheet shows check number 
2917 dated 4-10-56, W. R. Fisher, royalties. 


* * * * * 


(110) Q. And Exhibit 24, which is a check for $600 for 
royalties, isn’t it? A. Check number 2855, W. R. Fisher, 
royalties. 

Q. And again Exhibit 23 is for royalties; isn’t it. A, 
Yes. Check 2836 dated February 20, 1956, for $500 writ- 
ten to W. R. Fisher and signed E. C. Swanson, endorsed by 
Fisher. The ledger sheet shows W. R. Fisher, royalty. 
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Q. In whose handwriting are the ledger sheets? They 
aren‘t in Fisher's handwriting, are they? A. No, I don’t 
believe so. 

* * * * * 

(110) Q. It is a check payable to Thomas S. Donneliy 
for $235, A. That's right. 

(111) Q. Was that ever charged back to Fisher — to 
Fisher's account? A. I don’t know. We couldn't get an 
audit. 

Q. You don't know whether it was charged back or not. 
A. We couldn’t get an audit. 

Q. Here is Exhibit 21 which shows a check for $80 pay- 
able to Thomas S. Donnelly, Was that ever charged back 
to Fisher's account? A. Not to my knowledge. 

Q. If it was do you know anything about it? A. I don’t 


know. 
* * * * * 


(111) Q.) Now, T show you Plaintiff's Exhibit 100 (sie) 
in which there is a check made out for $100 to Donnelly and 
ask you if you know whether that was charged back to 
Fisher. A, I don’t know. 

The Court: It is my understanding he doesn’t know 
whether any of them were charged back. 


* * * * * 


(111) Q. Would you say that is true of all of these? 
You don’t know whether any of them were charged back? 
A. That's true of all of them. I don't know because we 
(112) couldn't get an audit. He refused to cooperate. 

Q. In your statement this morning you stated that the 
defendant Fisher never made any financial report or dis- 
cussed the financial affairs of the company; is that correct? 
A. Will you repeat the question. 

Q. Withdraw the question. Did Mr. Fisher ever dis- 
cuss the finances of the company in any of the meetings? 
A. Board of Director's meetings? 

Q. Yes. A. He always complained he didn't have 
enough money and he didn’t go into exact detail. He had 
to have this for experimentation. He wanted something for 
travel expenses. He always complained he wasn't getting 
enough money. That was the discussion. ; 
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Q. Tf you will take this book of the Board of Director's 
meetings. (Hands.) A. All right. 
Q. You will find the statement there that the financial 


statement was presented; isn’t that right? 


* * * * * 


(112) The Witness: ‘That's what it says but he made out 
the financial statements himself. 


(113) Q. And again on the mecting of May 12, 1950, 
page 126, the financial statement was presented, wasn’t it? 
A, That’s what the minutes say. 

Q. And again at the meeting of April 11, 1951, page 134, 
a financial statement was presented, wasn't it? A. Well, 
that’s what they state; the minutes state. 

Q. And also it states that sales and finances were dis- 
cussed, That’s correct, isn’t it? A. The minutes state so. 

Q. On page 135 at the meeting of August 1, 1951, the 
Board of Director’s meeting, sales and finances were dis- 
cussed again, weren't they? A. That’s what the minutes 
read. All these minutes are not signed and [say 1 will have 
to agree with you it’s in the book. 

Q. This one is signed. A, Right. 

Q. Page 143. Meeting of April 2, 1952. Financial 
statement was presented; wasn’t it? A. It states. 

Q. And again at the mecting of May 7, 1952, page 145, 
the financial statement was presented. A. That’s what 
they say. 

(114) Q. At the meeting of November 11, 1952, page 
146, finances and sales were discussed. Right? A. That’s 
what the minutes state. 

Q. At the meeting of February 8, 1953, financial state- 
ment was presented and aproved. That’s correct, isn’t it? 
A. That’s what they say. 

Q. Page 152, meeting of April 13, 1953, financial state- 
ment was presented; right? A. Correct. 

Q. And the same applies to the meeting of May 20, 1953, 
page 153, in which the financial statement was presented; 
right? A. Correct. 
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Q. Meeting of March 16, 1954, page 158, sales and fi- 
nances were discussed: correct? A. Correct. 

Mr. Smith: If the Court please, I don’t know the pur- 
pose of this cross-examination. 

The Court: When you say **correct”— 

Mr. Smith (interposing): It doesn't have anything to 
do with the case. 

The Witness: Timean by **correct” they are in the book. 
Whether the minutes were signed or not. 

The Court: You are not certifying it is a fact. 

(115) The Witness: No, T.ain not certifying they were 
there when they were signed cither because sometimes the 
minutes weren’t presented for several weeks and the meet- 
ings didn’t last very long. 

a Ls . * * 

(115) Q. In the minutes of October 30, 1954, page 165, 
it was stated that sales and finances were discussed ; is that 
right? A. The book states that. 

* * * * * 

(117) Q. So, were these royalty checks you sent him 
after he left, were they filled in by him? A. The royalty 
checks after he left were not. 

Q. They weren’t? A. I don't think so, sir. 

Q. Now, after he left you did continue to send him 
royalty checks, from February until May—through May. 
A. T can't remember the dates but we did send him some 
rovalty checks. 

Q. As you went on in the development of this bushing 
there were changes inade, werent there? .A. In the devel- 
opment of bushings? 

Q. Yes. A. Yes. 

Q. And you would start in to manufacture this changed 
bushing, A. I don’t know too much about the manufactur- 
ing of it. T presume it had something new. 

Q. They were selling them, weren't they? A. Pardon? 

Q. Weren't they selling them? A. They were selling 
bushings, yes. 

(118) Q. That is, of the new type or types. A. Since 
1954 the bushing was accepted, yes. 
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Q. And from that time on there were various improve- 
ments and developments made by the party Fisher, weren’t 
ther? A. By the what? 

Q. By the party Fisher. A. I don’t know. 1 wasn’t in 
the plant. 

Q. You don’t know who made the improvements? A. 
No, sir. 

Q. But those improvements were made? A. Yes, there 
were improvements made. 


Re-direct Examination 


(126) Q. You were interrogated with respect to various 
financial statements that were referred to in the minutes. 
You will recall that. Were all of those financial statements 
referred to in the minutes prepared by Mr. Fisher? <A. 
‘All statements were prepared under his instruction. I pre- 
sume he did it. 


MENEFER, FERDINAND N., testified as follows: 


Direct Examination 


* * * * * 


(142) Q. IT ask you to examine the subject matters of 
each of these patents as shown in the drawing thereof and 
ask if you are able to point out any characteristic or typical 
foature that runs through the whole series of patents? A. 
Well, take 2. 744.424, drill guide bnishing. There is a Fig- 
ure 6 and Figure 2. and in the claims considerable discus- 
sion of the description and discussion directed to a (143) 
coil feature. It is made up of stripped metal coil and a 
helical coil at the top of which in one ficure there is a flange, 
and in the other figure there is a flange at the top and hot- 
tom, but it is essentially a liner for a bushing made up ofa 
typical helical coil, which will be found in all of the patents 
referred to in your question. That's 2,744,424. Then in 
2,737,425, we find a patent for the bearing liner in which we 
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find almost an identical typical coil. It is referred to as No. 
7. Sometimes these coils are held in position by a flange at 
the end and sometimes they are held there by friction. I 
think we will find in al! of these patents that this coi! can 
be twisted with a little torsion applied to it and reduce the 
diameter, in which condition it is inserted into the bushing 
releasing the torque or torsion causes it to expand, engag- 
ing the bushing which surrounds it frictionally, and that 
holds it in position in some cases and in some cases it is held 
there by a flange. The particular one [am looking at is 
425 and specifically inakes reference to frictional contact 
between this helical coil and the body of the containing 
bushing, 

Going to 2,766,083, looking at my notes on that, too, T find 
another helical coil in Figure 3. It is very much like (144) 
the preceding patent. Tt has a flange at the top which helps 
to hold it in position in the jig plate or a colllar which is 
screwed on to the top of the containing bushing. Claims 
specifically describe a spiral coil, round, flat, as all of them 
are in the patents which you referred to in your question. 

Going to 2,766,084, we find a patent for a bearing, for 
rotating parts. In this case it ix the object of the invention 
to provide for a bearing having a liner which is flexible 
to the extent it may expand and contract radially and that 
bearing is referred to as bearing in the class described com- 
proxing an outer tubular cell, comprising one continuous 
strip of wire which ix exactly the same thing as the patents 
previously referred to, 

Going to the next patent, 2.852522, we find a patent for 
a bronze and steel coil spring, Looking at my own notes, 
and iny own copy, Which T made when T studied it, T find 
again this typical coil, which by twisting it in one direction 
can have its diameter reduced and it can be inserted into 
some container, Tn this case it happens to be another coil 
they want to fit it into. Tt has an additional feature in 
which there is provision for oil circulation. That’s the only 
difference between this one and the preceding ones. 

(145) So all of those patents have a flat, flexible, helical 
coil, which by twisting it in one direction has its diameter 
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reduced, making it very easy to insert into a container 
bushing ora jig plate. Twisting it in the other direction— 
change that, please; cut out that twisting in the other di- 
rection. By eae it it expands and fixes itself either in 
the container bushing: or jig plate and if you want to take it 
out you twist it again the proper direction and it is de- 
creased in diameter and it may be withdrawn or replaced 
in case it is badly worn. 


* 


Cross Examination 


(160) Now, Mr. Witness, I ask you to take Plaintiff’s 
Exhibit 5, which is a copy of Patent No. 2,744,424, and 
examine Fig, 3, thereof. 

* * * * ° 

Q. Examine Fig. 3 thereof. Have you done that?) A. 
Yes, sir. 

(). In order to remove the coil from that, it would be 
necessary to remove the cap 23 first, wouldn't it? A. T 
presume it would, unless by removing the collar at No, 22, 
at the bottom. [ would have to look into it and find the 
detail of that. Either the cap 23 or the collar 22 would have 
to be removed, ves, sir. 

Q. Now, Task you to examine Fig. 1 of the Defendant’s 
Exhibit 2, and state whether or not you would have to re- 
move the cap in that case, or at the bottom. It is the same 
structure as in Fig. 3 of the patent. A. In this photostat 
that you have handed me, that you call Defendant’s Ix- 
hibit 2, a photostat of 2.744.424? 

Q. No. It is obvious that it is not. A. That is what I 
thought. I don’t know what this Defendant’s Exhibit 2 is. 
I don’t know just what patent it refers to. But will you 
now ask your question again? 

Q. Tsay, in that Exhibit No. 2—. A. Yes, sir. 

(162) Q. —by examining Fig. 1, can you state whether 
or not it will be necessary to remove the cap at the top or 
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the stop at the bottom in order to remove the coil? A. 
Having— 
* * * * * 

(163) The Witness: The Fig. 1 in this exhibit 2 is 
slightly different from Fig. 3, but they are sufficiently close 
so | think I can answer your question. That the cap at the 
top, which [ think is No, 15—although I can't tell because 
I don't t have the deseription—and the collar at the bottom, 
which is either 21 or 22 or 20, would have to be reinoved in 
order to take out the helical coil insert. 


* * » * * 


(163) Q. Now, you spoke here of a common feature 
among these patents, these various patents that you exam- 
ined. Is that common feature present in that drawing? A. 
That common feature is there, because that can be taken 
out: it can be twisted and taken out. 


* * * * 


Re-direct Examination 


(164) Q. T refer you to the Fisher Patent 2.744.424, 
Plaintiffs Exhibit 5, and ask you to read the Claim 1 of 
that patent, and state for the benefit of the Court if there 
is any reference to end capping of the coil from either end? 
AL That is Claim 1? 

Q. Claiin 1, yes, sir. 

Mir Donnelly: What patent is that, Mr. Kileoyne? 

Mr. Kileoyne: It is Exhibit 5, 

The Witness: Claim | reads this way: ‘tIn a drill 
guide bushing of the class described adapted for use with 
a rigid retainer having a smooth bore formed therethrough 
of uniform diameter from end to end and through which a 
rotating body is adapted to be projected, a tubular liner 
for said bore comprising a spire a wound body of flexible, 
resilient, Wear-resisting metal of uniform thickness from 
end to end, said body being eae wound to an outside di- 
ameter uniform throughout its length and slightly larger 
than the bore through said retainers: the outside diameter 
of said spirally-wound body being reducible, in (165) re- 
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sponse to force, to snugly engage in the bore of said re- 
tainer, said windings of said liner, when said liner is posi- 
tioned in said bore, engaging at opposed edges to form 
a smooth bore through said liner, the coiis of said liner, 
upon release of the reducing force, moving toward the 
original outside diameter for frictionally engaging at the 
periphery the surface of said bore for retaining said liner 
in fixed relation to said retainer.” 


(165) Q. Then I will repeat my question: Do you find 
any reference in that claim to any feature of end capping of 
that coil? A. No, sir. 

Q. So that for all intents and purposes, the claim covers 
the use of a reducible diameter and expandable diameter 
coil as a guide bushing regardless of how used? A, Very 


definitely so. 
° ° ° * ° 


Re-cross Examination 


(165) Q. So that that claim, then, would cover the device 
whether it had a cap on it or whether it didn’t, is that right? 
(166) A. Will you say that again, please? 

Q. Isay, so that claim would cover whether it had a cap 
on it or whether it didn’t? 

The Court: Would cover what? 

Mr. Donnelly: This structure. I will state it in a dif- 
ferent way. 

(By Mr. Donnelly): Q. Now, examining Fig. 3 of the 
patent, No, 2,744,424. Plaintiff's Hxhibit 5, T will ask you 
whether or not the claim in question would read on a struc- 
ture shown in Fig. 32. A. It does not read on the cap 23 
at the top or the collar at the bottom. 

Q. It doesn’t read on the cap at the top or the collar 
at the hottom? A. That is right. 

Q. But does Fig. 3 embrace what is called for in the 
claim? A. Yes, it does, as No. 18. 
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ROE, KENNETH, testified as follows: 


Direct Examination 


* * * * * 


(167) Q. Mr. Roe, are you a shareholder in North 
Branch Products, Inc.? A. Yes. 


* * * * * 


(167) Q. When did you become a shareholder? (168) 
A. June of 195-4. 

Q. And from whom did you purchase your stock in 
North Branch Products, Inc.?) A. Dr. Swanson. 

Q. Did you talk to Mr, Fisher, the defendant in this 
case, Mr. W. R. Fisher, at any time before you purchased 
that stock? A. Yes, I did. 

Q. Where did you talk to him? A. At the plant in 
North Branch. 

Q. ‘Who took you to the plant?) A. Dr. Swanson. 

Q. Did you inquire of Mr, Fisher about any patents at 
that time before vou bought this stock? A. Yes, T did. 

Q. What did he tell you? A, He assured me that the 
company had the patents. 

Q. How much money did you invest at that time? A. 
Five thousand dollars. 

Q. Mr. Roe, have you ever served as a member of the 
board of directors of North Branch Products, Inc.? A. 
Yes, I have. 

Q. When did you become a member of the board? A. 
May of 1956. 

Q. And at whose suggestion did you become a member 
of (169) the board of directors? A. Dr. Swanson’s. 

Q. Anyone else? A, Mr. Fisher, 

Q. And later, did you become an officer of North 
Branch Products, Inc.? A. Yes, I did. 

Q. When was that, if you recall?) A. Well, that was 
directly following the stockholders meeting at which I was 
elected the director. 

Q. That would be May of 1956, is that correct, sir? A. 
Correct. 
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Q. Do you own any stock in Revere Engineering Com- 
pany? A. Yes, I do. 

Q. Revere Fisher Engineering Co.npany? A. Yes. 

Q. When did you acquire that stock? A. In June of 
1954. 

Q. At the same tine you got the North Branch stock? 
A. Yes. 

Q. How much did you pay for the Revere Fisher stock? 
A. Well, the North Branch stock and the Revere Fisher 
stock all were included in the $5,000 purchase price. 

Q. In other words, you were given the Revere Fisher 
stock when you purchased the North Branch stock, is that 
(170) correct, sir? A. That is right. 

Q. Now, were you ever an officer in Revere Fisher En- 
gineering Company? «\. Yes. 

Q. Did you ever sce any books or records of Revere 
Fisher Engineering Company? A. No. 

Q. Are you able to advise us as to approximately how 
many shareholders there are in North Branch Products, 
Inc? A, There are approximately 170 stockholders in 
North Branch Products. 

Q. And about how much money did these people pay 
for their stock, if you know? A, Well, as close as I would 
estimate, a little over $500,000, 

Q. Now, has there been any other money invested in 
North Branch Products, Ine. that you know of, personally? 
‘A. Well, I wouldn't call it invested, There has been money 
loaned to the corporation by stockholders and the board of 
directors, approximately a little over $100,000. 

Q. Now, after you became a member of the board of 
directors of North Branch Products in May of 1956, did 
you, personally, ever ask Mr, Fisher, the defendant in this 
lawsuit, for information concerning the operation of the 
company? A. Yes, sit. 

(171) Q. When would you ask him or did you ask him 
for information? A, At directors’ meetings. 

Q. And what kind of response did you get?) A. Well, 
very evasive. We didn't—I didn’t get a direct response. 
I was told quite frankly that my job was the job of pro- 
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tecting the stockholders; it was his job to run the company, 
io leave him alone and attend to my own business. 


* * * * * 


(171) Q. Referring to Plaintiff's Exhibit 4, Patent No. 
2.945.840, issued March 6, 1951, 1 will ask vou whether Mr. 
Fisher ever showed you or told you about that patent? A, 
No, sir. 

Q. Referring to Plaintiff's Exhibit 5, Patent No. 2,744,- 
424, Issued May 8, 1956—now, this was issued when you 
were a member of the board, was it not? .A. Yes, sir. 

Q. About the same time. T will ask you specifically 
whether Mr, Fisher ever showed you that patent or told you 
about it? A, No, sir. 

Q. [refer you to Plaintiff's Exhibit 6, Patent No. — 
Fisher Patent No, 2.737425, issued March 6, 1958—this 
Was (172) sometime before you came on the board, a couple 
of months—T will ask you specifically whether Mr, Fisher 
ever showed you that patent or told you about its issuance? 
A. No. 

Q. I refer you to Plaintiff's Exhibit 7, Fisher Patent 
No, 2,766,083, issued October 9, 1956—this was several 
months after you were on the board, was it not? A. Yes, 
sir. 

Q. I will ask you whether Mr. Fisher even told you 
about that patent or showed it to you? A, No. 

Q. Referring you to Plaintiff's Exhibit 8, Patent No. 
2.766.084, issued October 9, 1956—again, this was after 
you were a member of the board, am I correct? A. Yes, 

Q. Twill ask you specifically with respect to that exhibit 
whether Mr. Fisher ever showed it to you or informed you 
of its issuance? A, No, he did not. 

Q. 1 refer vou specifically to Plaintiff's Exhibit 9, Pat- 
ent No, 2,852,322, issued September 16, 1958, Now, this 
was after you had become a member of the board of diree- 
tors, was it not? A, Yes, it was. 

Q. And that was also, obviously after Mr. Fisher had 
(173) left the company, was it not? A. Correct. 
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(173) Q. Have you ever been a member of the board of 
directors of any other corporation? A. No, sir. 

Q. Then you don’t know what the practice is as to dis- 
closing to the members of the board various patents under 
which the management is operating, do you? A. No, I 
don’t. 


* * * * * 


KANE, RAYMOND, testified as follows: 


Direct E.ramination 
(174) Q. All right. Now, where are you employed at the 
present time, Mr. Kane?) A. North Branch Products, in 
Millington, Michigan. 
Q. For how long a time have you been— A. Since May 
of 1950, except about six months, when T was off sick. 


* * * * * 


(175) Q. Now, you have told us, T believe, that vou first 


became an employe of North Branch Products in the spring 
of 1951, is that correct? A. In May of 1950. 

Q. May of 19502) A, Uh-hnh. 

Q. Will you tell us, just briefly, what if anything North 
Branch Products was making at that time, May of 1950? 
A. Well, in May of 1950, they were trying to make a (176) 
drill bushing with a spiral-wound insert coil. 


* * * * * 


Q. Now, was that bushing that you have just described 
actually being sold on the market, sir? A, No, sir. We 
didn’t know how to make the bushing at that time. 

Q. Now, what transpired after the year 1950? What 
was the next step in the development, as you recall it, sir? 
A. Well, from bushings Mr. Fisher showed me—it was, 
let’s call it a spring, for easy terminology, instead of a 
bushing—and that was a failure. Tt would not work. Mr. 
Chambers come up with the idea of making it out of a piece 
of flat steel. 
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Q. Who was Mr. Chambers? A. IIe was an employe of 
the company. 


(177) Q. What kind of work was he doing for North 
3ranch? A. Experimental work. We were all working 
experimental work at the time. 

Q. Tsee, About when was it you say Mr, Chambers got 
the idea for the insert? A. Karly 1950. 

Q. Now, what happened after that, as you recall it, sir? 
A. Well, from then on, we made several sets of dies to form 
this insert and make the insert so it would be usable in a 
steel body. First we worked on the die-cast body, but it 
was never successful, 

* * * * * 

(179) Q. When, as you know it, did the company first 
actually market a bushing? A. In 1954. 

Q. And what type of bushing was that, just briefly now? 
A. It was a hardened steel body with threaded head on one 
end and a sprial-wound insert on the inside, 

* * * * * 

(180) Q.) Mr. Kane, T hand you Plaintiff's Exhibit 38, 
for identification, and ask you to look at that and tell me 
what it is? A. This is part of the company records; that is, 
it is from the office of North Branch Products. 


(180) Q. What do those records refer to, plase? A, 
These records refer to the cost of the tooling and the man- 
ufacture, the experimental work that was done by North 
Branch Products under Mr. Fisher's supervision. 

Q. Do they also indicate the employes who did this type 
of experimental work?) A. They do. They have the em- 
ploye’s name and shop badge number. 

*. * * * *. 

(182) Q. Mr. Wane, referring to Plaintiff's Exhibit 38, 
under date of 12-16-52, will you read the entry there, please? 
A. The date is 12-16-52; Job 4335, Sample Bushings (Sales- 
man’s & Isxperimental)’’. 
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Q. Now, there are some entries below that. What do 
they refer to? A, Well, 5 inches of 114 railway alloy steel 
—that is the piece of stecl that was used to manufacture this 
particular bushing. 

Q. All right, we don’t need to go into any greater detail 
on that. 

* * * * * 

(182) Q. Now, referring to an entry near the front of 
this record, will you identify that and just read the top 
part there, so we will have it in the record? A. ‘Job £116 
—Kxperimental Work on Bushings,” and the date is 4-6-50 
through 4-17-50. 

Q. Does it refer to any specifie employes? A. Yes, by 
Clock mumber, 107, and the man is George Rabinet. 

(183) Q. All right. Now, we have covered two here. T 
refer you now, Witness, to an entry in the record which is 
headed, ‘*Job #128—Experimental Sizing Die.” and ask 
you to indicate the date of this work? A. The date is 
4.9-50 through 6-2-50. 

Q. And the employes involved there, please? A. There 
is Joe Gasca: his Clock No. is 106. Myself. listed as R. 
Kane, Clock No. 111. George Novak, Clock No. 112. Now, 
the name Kane is entered five times. 

Q. That is you, Raymond Kane? A. That is me, that is 
right. Gasca is on one, two, three, four, five six, seven. 

Do you know these gentlemen? A. I do. 
Were they there? A. They were there. 
_ Did they work on this experimental work? A. They 
did. 

Q. Now T refer you, Witness, to an entry later in this 
experimental ledger, which is headed, **=—Experimental 
Work.” and will vou please identify for the Court the date 
of this and the employes involved, very briefly? A. The 
date is 4-18-50 through 5-20-50. You want all these names? 

Q. Yes, T want you to give all the names of the people 
(184) that worked on the experimental work. A. Rabinet, 
Appelman, Gasca, Rood, E. Wetherbee, Novak and Kane. 

Q. Allright. A. Now, each of those names will appear 
several times. 
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Q. Are each identified in the exhibit by Clock No.? A. 
Yes, they are, 

Q. Referring now to an entry in the ledger entitled, 
“* 4—Experimental Work,’’ will you indicate the date of 
this, please? A, 8-22-50 through 11-6-50. 

Q. And the names of the employes involved, please? A. 
There is R. Kane, I. Miglin, J. W. Link, Joe Gasea, KE. 


there more than one time, numerous times. 

Q. Are there any others? A. That is probably it on the 
experinental work. 

Q. All right. Now, Mr. Kane, you indicated here that 
you had direct supervision and charge of the records of 
North Branch Products for a period of something over a 
year. A. No, it is almost four years now, since May of 
1957, 

Q. IT see. All right. I will ask vou whether you have 
ever encountered—there was testimony here vesterday of 
a Fisher Account in these records, moneys owing Mr. 
Fisher, (185) Have you searched the records to see if such 
account existed? A. Myself and Miss Harrison went 
through every ledger, every book in the shop, and there is 
not a record in the shop of the account of Mr. Fisher. 

Q. And those records extend from 1949 until when— 
the ones vou searched? A. Up through the present date. 

Q. Now, I will ask vou also if your search disclosed any 
account of Dr. ke. C. Swanson in those records? A. No, sir, 
it did not. 


Cross Examination 


(185) Q. Mr. Kane, did you ever have any experience 
in making drill bushings before going to the North Branch 
Products Company? A. Never on a production basis, but 
Tam a toohnaker and through the period of years that I 
have worked in tools, | have made bushings, ves, sir. 

Q. Drill bushings? A. Drill bushings, ves, sir. 

Q. Standardized? A. Yes, sir, made to ANA standards, 
yes, sir. 
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And you have been with the North Branch products 
since 1950? (186) A. Yes, sir. 

Q. Now, you said that Mr. Chainbers came up with an 
idea of making the bushing out of flat stock? A. Mr, Cham- 
bers took a piece of soft metal steel and coiled it around an 
arm which became the idea for the first bushing as we make 
our insert today, sir. 

Q. I see, Where did Mr. Chambers get that idea? A. I 
don’t know. 

Q. You don’t know where he got it? A. No, sir, I do not. 

Q. Lask you to examine lig. 4 of the Defendant’s ex- 
hibit 2 and state if that is what you mean by flat stock? A. 
Figure what, sir? 

Q. Four. 

* * * * * 

(186) The Witness: T would like to see another view of 

it before I commit myself. 


* * * * * 


(186) Q. Here. A. No, you have one view here. What 


view have you got here? 

(187) Q. It is the inside, inside the retainer, cut in two. 
A. Yes, that appears to be made from flat stock. 

Q. That is what you refer to as Mr. Chambers came up 
with an idea? A. That is right. 


SMITH, ALBERT A., testified as follows: 


Direct Examination 


(188) Q. Will you state your naine, age, and occupation, 
and residence? A. My name is Albert A. Smith; iny occu- 
pation is attorney-at-law; my age is forty-seven; and my 
residence is Saginaw, Michigan. 

(189) Q. Were you ever the attorney for the defendant 
W. Reuen Fisher in an affair involving the North Branch 
Products, Inc.?. A. Yes, I was. I did some work for him 
in the year 1954, as I recall. 
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Q. What was that work? A. The work involved attend- 
ing a meeting of the board of directors of North Branch 
Products at North Branch, Michigan. They were trying 
to get some information from Mr. Fisher; and he, appar- 
ently, didn’t want to give them any; and he came over to 
eet me to help him out. 

Q. What information were they trying to get? A. Well, 
T never did really find out about that, because my client 
didn’t— 


(190) The Witness: As I understand it, they wanted 
some over-all information as to the operation of the cor- 
poration, and Mr. Fisher was secking to avoid giving them 
any information, if he could. He came over to see me. 
I had known him in Frankenmuth, Michigan, where, at the 
time, he was an officer (191) of Universal Engineering 
Company. 

Q. Were they trying to get information as to patents? 
A. I don’t recall that the matter of patents came up spe- 
cifically, but there must have been some request, at least, 
because there was an exhibit entered yesterday where 
there was a notice of this meeting or a meeting of about 
this time in which—if you have the exhibit there, Mr. Don- 
nelly—it was a notice of a board meeting in December of 
1954, sent out over the signature of Dr. E. C. Swanson 
in which reference was made to the patent agreement of 
April 5, 1949, 

Q. You are referring to Exhibit 1, are vou? A. That 
is correct. This is dated 12/16/54, and this is about the 
time. 

Q. What was said at that time concerning the patents, 
anything? A. At what time?) Said by whom and at what 
time? 

Q. By Mr. Fisher or anybody at that meeting? A. Well, 
at the meeting, strangely enough, there was nothing said 
about patents; but Mr. Fisher had talked to me in my office 
earlier about patents, 
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Q. What did he talk to you about? A. TI don’t recall 
the details of the conversation. The impression that I got 
was that he didn’t want to give any information, and he 
wanted somebody to help him out over there. 


* * * * * 


(193) Q. Do you know Mr. Woodhams? A. Yes, I do. 

Q. Is he a patent attorney in Lansing? A. No, he is a 
patent lawyer in Kalamozoo. 

Q. Did you consult him concerning the matter that 
Fisher took up with you at that time? A. T didn’t consult 
him. I think I made a telephone call from my office while 
Mr. Fisher was there to learn whether or not there was 
some technique for Mr, Fisher avoiding any disclosure with 
respect to these patents, patent applications. 

Q. I see. Now then, you sent Fisher a bill, did you, 
for your services? A. Yes, I think that eventually IT did 
send him a bill for $375. 

Q. Was that bill paid? 

* * * * * 

(194) The Witness: The bill was eventually paid by 

Mr. Fisher giving me some stock in North Branch Products. 


* * * * * 


(194) Q. And you then later became a member of the 
board of directors? A. That is correct. 

Q. Do you know when that stock was issued to you? 
A. I don’t have any personal recollection. 

Q. Do you know when you first became a member of 
the board of directors of North Branch Products? A. Yes, 
Ido. I became a member in May of 1956, at the request 
of both Mr. Fisher and Dr. Swanson. 

(195) Q. In May of 1956. Did you do any work with 
the defendant, Mr. Fisher, in preparing a sales agree- 
ment? <A. Yes, I did. 


* * * * ° 


(195) Q. I now hand you defendant’s Exhibit 5, and ask 
you, can you tell me what that is? A. This is an agree- 
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ment made January 31, 1955, between Revere Fisher En- 
gineering Compaay and North Branch Products, Ine. and 
W. R. Fisher. 

Q. Is that the agreement you drew up for Mr. Fisher? 
A. It appears to be the agreement which I drew. 


* * * * * 


(197) Q. T hand you Defendant’s Exhibit No. 6 and ask 
you if that is your signature on that document? A. That 
is my signature. 

Q. Is that a copy of a letter that you sent to the defend- 
ant, W. Reuen Fisher? A. Yes. This is addressed to W. 
Reuen Fisher, Frankenmuth, Michigan, over date of March 
9, 1957, 

Q. I call your attention to the third paragraph in this 
letter, in which you are advising that royalties will be 
paid. Will you please read that to the Court, that para- 
graph, and comment as to whether or not that was so? 
A. The third paragraph, your Honor, reads as follows: 
“Please be advised that royalties will be paid under the 
exclusive License and Assignment drawn by you while an 
officer and member of the Board of Directors of North 
Branch Products in 1949. You may expect to receive 
royalties of not less than $500.00 per month, beginning on 
or (198) before March 15, 1957. The payments will be 
made, subject to adjustment upon completion of the eom- 
pany audit which is now in process.’ Now may I explain 
this, your Honor? 

The Court: Yes. 

The Witness: This letter was written in response to a 
communication of March 4, 1957, two communications, and 
March 7 of 1957 to Dr. Swanson. And I assume that Mr. 
Donnelly has those letters here and will introduce those. 

Mr, Donnelly: I will offer them. Then your can— 

The Witness: All right, let me make any explanation 
with respect to these earlier communications. 


(199) Q. I will submit to vou, Mr. Witness, Defendant’s 
Exhibit 8, being a letter written by W. Reuen Fisher to 
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Dr. E. C. Swanson, North Branch Produets, North Branch, 
Michigan; and Defendant’s Exhibit 9, a letter written by 
W. Reuen Fisher to Dr. BE. C. Swanson, President, North 
Branch Products, North Branch, Michigan; and allow you 
to comment on those in continuing your answer. A, All 
right. Now, I think these should be read into the record. 
The first one has been marked as Defendant's Exhibit 8. 


“Entrance, Alberta 


March 4, 1957 


Addressed to: Dr. E. C. Swanson, President 
North Branch Products 
North Branch, Michigan 
Dear Sir: 

In view of the fact that the officers (200) and Board 
of Directors are disregarding all contracts whether 
written, verbal or implied, I wish to point out the fol- 
lowing: That I have unpaid royalty due me for the 


following months of August, September, October, No- 
vember and December, 1955, $2500.00. 
April 1956 = $500.00. 


May, June, July and August, 1956 at $100.00 per 
month $400.00. 


February 1957 $125.00. 
March 1957 $500.00. 
Totaling $4025.00. 


Please be advised that your offer of employment as 
consulting engineer is a change in status, therefore, 
under the Michigan unemployment laws, I do not have 
to accept your kind offer. 

I ask that the current (February and March) royalty 
of $625.00 be paid to me forthwith and an agreement 
reached on the payment of back royalty. I must have 
my royalty check on the first day of each month, this 
to be mailed to W. R. Fisher, Entrance, Alberta. 
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Yours very truly, W. Reuen Fisher,” and his signa- 
ture. 


(201) Now, this letter, your Honor, of March 4, 1957, 
Was written within about two weeks after Mr. Fisher left. 
On February 17 of 1957, I believe the corporate minute 
book will reflect, he was asked to step down as general 
manager and requested to take a job as consulting engineer. 
That was February 17 of 1957, This first communication 
was dated on March 4 of 1957: and there was complete 
chaos throughout North Branch Products at this time, 
within this first two weeks, because Mr. Fisher’s two rela- 
tives, who had been in charge of the two plants, both left 
the Monday after February 17 of 1957. So no one knew 
what the picture was on this date. Now we go to Defend- 
ant’s Exhibit 9, which is a letter headed: 


“Frankenmuth, Michigan 
Mareh 7th, 1957 


With respect to Defendant's Exhibit 8, attached to it is 
a photostat of the envelope, which is dated March 3. of 
1957, at 5:30 pan, W. R. Fisher, Frankenmuth, Michigan. 
But the letter, itself, is headed, Entrance, Alberta, Canada, 
Now then, we go to Defendant's Exhibit 9, which is a 
letter: 


“Frankenmuth, Michigan 
March 7, 1957 

Dr, IK. C. Swanson, President 
North Branch Products 
North Branch, Michigan 


(202) Dear Sir: 

(1) My letter requesting immediate payment of 
current royalty and pointing out the back royalty due 
me, has been disregarded.”” 


This is three days later, and he had indicated that he 
wanted the royalty sent to Alberta. Now, paragraph 2: 
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“That with incompetent and untrained management, 
deliveries are not being made and cannot be made. 


(3) That with incompetent and untrained manage- 
ment, the quality of the product will not be maintained, 


(4) My agreement with the Norih Branch Products 
dated April 5th, 1949 states, ‘For the use and re-license 
to others and to continue as long as the provisions 
of the following covenants are maintained,’ one of 
which is, “A minimum of $500.00 per month.’ 


(5) That there is now royalty due me in the amount 
of $4,000.00 more or less. 


(6) Therefore, under the terms of the agreement 


es 2 497 


Relating back now to paragraph (4), 


(203) “* * * T have this 7th day of March, 1957, 
cancelled and terminated the contract of April 5th, 
1949, The use of patents and inventions owned by me 
must cease and be discontinued promptly. Reference 
is made to Patent Numbers 2.765.084, 2.744.424, 2,- 
766,083, 2,737,425 and other patent applications pend- 
ing. 

“Yours very truly, 


W. R. Fisher 
Entrance, Alberta, Canada.” 


Now, it is Frankenmuth at the top and Entrance at the 
bottom: but this appears to be a photostat of the envelope. 
It again is addressed from Frankenmuth, Michigan. 


as 


Now, your Honor, this letter of March 7, referring as it 
did to the agreement of April 5, 1949, which is in evidence 
here, and mentioning four patent numbers, and other pat- 
ent applications pending—by this time, somebody had 
found this little agreement around the plant and showed 
it to me: and I immediately began to think about it, as a 


lawyer thinks. 
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So, on March 9 of 1957, which is two days after March 
7—I am not positive, but | think Dr. Swanson had brought 
this communication or these communications over to my 
office in Saginaw. 

But on Marck 9 of 1957, I did write this letter (204), 
Defendant's Exhibit 6, to Mr. W. Reuen Fisher, Franken- 
muth, Michigan, because it appeared to me that he was 
actually in Frankenmuth. 

“Dear Mr. Fisher: 

Your communications of March 4, 1957 and March 
7.1957 to Dr. I. C. Swanson, President, North sranch 
Products, Inc., North Branch, Michigan, have been re- 
ferred to me for attention. 


Your letter of March 4, 1957, which was mailed on 
March Sth, and received by Dr, Swanson on March 
Sth, refers to certain unpaid royalties. The letter 
also makes a request for payment of current royalties. 


Please be advised that royalties will be paid under 
the Exclusive License and Assigmnent drawn by you 
while an officer and member of the Board of Directors 
of North Branch Products in 1940. You may expect 
to receive royalties of not less than $500.00 per month, 
beginning on or before March 15, 1957, The payments 
will be made, subject to adjustment upon completion 
of the Company audit which is now in process. 


Payinent of alleged unpaid royalties during the years 
1955 and 1956 must await completion of the audit. 
This will be evident (205) to you in view of the set- 
tlement which vou received in the month of December 
1956, wherein vou were issued a substantial block of 
stock in settlement of any past obligations of the cor- 
poration. 


-aragraph 5 of your letter of March 7, 1957, ad- 
dressed to Dr. EK. C. Swanson, President, North Branch 
Products, refers to royalties due in the amount of 
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$4,000.00 more or less. Inasmuch as you are obviously 
uncertain in your own mind with respect to this mat- 
ter, may I suggest that you cooperate with the ac- 
countants preparing the audit by giving them any in- 
formation which you have with respect to this matter 
and any other matters of which you acquired knowl- 
edge while serving in the capacity of Secretary-Treas- 
urer, General Manager or member of the Board of 
Directors of the Corporation. 


Should you wish to discuss any of these matters in 
further detail, please feel free to arrange an appoint- 
ment at any time. 


Very truly yours, 
Albert A. Simith.” 


And I sent a copy of this to Mr. W. R. Fisher at En- 
trance, Alberta, Canada, so that if he was up there— 
whether (206) he be in Frankenmuth or in Canada, he 
would get this letter, because Twas concerned about. it. 
This was a matter of vital importance to a company which 
was only making bushings. I had no opportunity, obvi- 
ously, between March 7, 757 and March 9 of 1957 to find 
out what the agreement of April 5, 1949 actually referred 
to. But I was, frankly, perturbed by the fact that he was 
now listing patent numbers and he was listing four patent 
numbers when there were only three applications referred 
to in the agreement Exhibit A of April 5, 1949. Now, there 
is so more correspondence which I assume you want to 
introduce in evidence. 

* * . * * 

(206) Q. T ask you to examine the Minute Book, Plain- 
tiffs Exhibit 22. especially the minutes of February the 
4th, 1957, and the Resolution concerning W. Reuen Fisher. 
Lask you to read that and comment on it. A. What are you 
asking me to comment on, the Resolution? 

Q. This Resolution. Read it and comment on it. A. I 
don’t think I can particularly comment on that without 
reading all the minutes. 
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Q. All right. A. But the Resolution here—so that we 
won't be disturbing one another—I will read first. 


(207) Upon Motion by Albert A, Smith, seconded 
by K. W. Roe, 


Resolved: That in view of the rapidly expanding 
development of the Corporation, the services of W. R. 
Fisher be utilized as consulting engineer, and that he 
be relieved of any further duties as general manager, 
as of this date.” 

Q. Now you may read other Resolutions in those min- 
utes, if you want to; but I don't want to get into any of the 
other minutes yet. A. 1 will do whatever you say, sir. 
The Resolution which I have just read into the record re- 
fers to the minutes of February 17, 1957, which was a 
Sunday. 

* * . * * 

(207) Q. Now, referring to the same Minute Book, I 
direct your attention to the minutes of February 17, 1957, 
and call your attention to the second motion, the third 
paragraph on that page, and ask you to read that and com- 
ment on it, if you want to. 

(208) A. You are directing my attention now to the 
third paragraph on page which is titled, * Minutes of the 
Meeting of the Board of Directors of North Branch Prod- 
uts, Inc., Held at Saginaw, Michigan, on Sunday, February 
17, 1957". 

Q. Right. A. Ts that correct? 

Q. That is right. A.‘*Upon motion by Albert A. Smith, 
seconded by K. W. Roe, and unanimously adopted, It Was 
Resolved, that in view of the rapidly expanding develop- 
ment of the Corporation, the services of W. R. Fisher be 
utilized as consulting engineer, and that he be relieved of 
any further duties as general manager, as of this date.” 

Q. Do you want to make any comment? A. No. 

Q. All right. A. Then the Resolution which I previ- 
ously read was attached to those minutes. 
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Q. Now I direct your attention to the meeting of Sun- 
day, February 24, 1957, and paragraph 2, particularly, 
and ask you to read that and comment on it, if you desire. 
A, Yes. Paragraph 2 of the minutes of February 24+ reads 
as follows: “Upon Motion by Albert A. Smith, seconded 
by Harold Killer, and unanimously adopted, (209) It 
was Resolved, that pursuant to Section 1, Article 4+ of the 
By-Laws, the office of Vice-President in Charge of Sales 
be created. That is correct. 

Q. You read the paragraph following. T said, the sec- 
ond paragraph. A. Oh, I beg your pardon. “Upon Motion 
by Albert A. Smith, seconded by K. W. Roe, and unani- 
mously adopted, it was resolved that the offer to W. R. 
Fisher to accept employment as Consulting Engineer be 
withdrawn.”’ 


* * * * * 


(212) Q. Did Mr. Fisher show you a copy of a contract 
which js in evidence here, Exhibit 1, T think? A. T don’t 
know whether he did or not. But T do know this: When do 
you mean? Did he show it to me when he came to my office? 

Q. Yes, at the time— A. You mean when he first came 
to my office, Mr. Donnelly? 

Q. Well, while that controversy was going on, yes. A. 
I can’t be positive about that, but 1 do know that he did talk 
to me about an agreement: and he told me that he had a 
written agreement. And that is about all I can tell you 
at this time. That was December of 1959, when he came 
to my office in Saginaw, 

Q. Did you tell Mr. Fisher to— 

The Court: You said, 1959. 

The Witness: No, [ must have misspoke myself. It 
would have been December of 1954, when he first came to 
consult me. 


* * ° * * 


(214) Q. So you told Fisher then to continue to tell 
them that they could not have copies of the patent appli- 
cations at that time? A. He never spoke to me—now, lct’s 
get this clear. Mr. Fisher never said a word to me about 
any specific applications or about any patents. Never at 
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any time while I represented him did he speak to me about 
patent applications or patents. 

Q. Were the patents mentioned at that meeting? A, 
There were no patents represented—What meeting are we 
talking about? 

Q. The meeting at the plant where you were represent- 
ing Fisher? A. You refer to the mecting in North Branch 
in December of 1954? 

Q. That is right. A. No, Now, T can’t be positive about 
this. T think there may have been a few references or con- 
yersation made by (215) Mr. Ferguson, the attorney who 
was there from Detroit, about the over-all patent. situa- 
tion. And T know he was asking Mr. Fisher at that time 
to have copies of all the applications, And Tadvised—I had 
advised Mr. Fisher not to give them any applications. In 
other words, this was a keep still and act tough situation, 
strictly a business situation, which didn’t involve any law 
as far as Twas concerned at all. 

Q. What did Fisher tell them when he asked for copies 
of the applications? A. 1 don’t think Mr. Fisher told him 
anything. I advised Mr. Ferguson, as Mr. Fisher's counsel, 
that they would not be available. 

Q. Didn't Fisher tell them that they could not have 
copies of the applications, but that they could examine 
them at Fisher's patent attorney's office? A, No, he never 
told them that. 


(217) Q. Now Task you to read the paragraph of Ex- 
hibit 7, and make such comments as you may see fit. A. 
Yes. There is only one paragraph in the letter. 

Q. That is right. A. This is addressed to: 


“Mr. W. R. Fisher 
e/o Bar F. Ranch 
Entrance, Alberta 
Dear Mr. Fisher: 
The accounting firm at Bay City, Michigan reports 
that they have had no answer from you concerning 
their request for information pertinent to the audit. 
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Under the circumstances, the board of directors will 
escrow further monthly royalty payments until such 
time as the information is forthcoming or we have an 
opportunity to sit down and discuss the matter.” 


* * . * * 
(219) Q. Did you escrow any of that royalty? A. No, 
T don’t think any money was actually escrowed. In fact, 
T am positive it wasn’t. 


DONNELLY, THOMAS S., Testimony of: 


Direct Examination 


(240) Q. Will the witness please state his name, age and 
occupation? A. Thomas 8. Donnelly, seventy-one years of 
age: patent lawyer, resident, Detroit, Michigan. 

How long have you been a patent lawyer, Mr. Don- 
nelly? (241) A. I was admitted to the Bar in 1914: that 
is forty-one years. No, it is more than that. From 1914 to 
now. 

* °* ° * ° 

(242) Q. Mr. Donnelly, at what date did Mr. Fisher 
order the patent application of Defendant’s Exhibit No. 10? 
A. On May the 3rd, 1948, I notice on the order slip. 

Q. What do you mean by the order slip, Mr. Donnelly? 
A. Well, when a client comes into my office, after I learn 
what his invention is all about, then I write up an order 
slip, which I give to the girl, to make his folder, And on 
this order slip which accompanies this application, (245) it 
indicates that it was ordered May 3, 1948, and there is a 
notation on it, in my handwriting, “Anxious to file prompt- 
ly and defer search.” 

Q. Did you get any instructions when you filed that 
patent application, or when Mr. Fisher ordered it? 


(248) The Witness: The answer is, yes. 
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(248) Q. Can you tell the Court briefly what instrue- 
tions Mr. Fisher gave you?) A. Mr. Fisher gave me a slip 
of paper in his own handwriting which says: “Show end 
of coil on top closed and square with top surface and TD. 
chamfer.” And “I believe that we should show a series of 
rings, as I believe that the casting of the body about the 
ring is new. We should show or state that a cheap un- 
hardened body could be tapped and hardened wearing coil 
inserted the band of tapping opposite the direction of tool 
rotation. The closed end locking the coil.”* (249) And from 
that, I prepared this application. 

Q. Mr. Donnelly, were you reading from a paper of 
some sort just now? A. Yes, I was, Those were the in- 
structions that Mr. Fisher gave me in his own handwrit- 
ing. 

Q. Mr. Donnelly, is there any note on those instructions 
in your handwriting? A. Yes, there is. 

Q. What does it say?) A. “Show and claim a liner, Also 
spring wound close.” 

Q. Did vou just write that on that paper in the last 
couple months or years? A. No, sir, I never saw this file 
until the last couple weeks since it was finally abandoned. 


* * * * * 


(249) Q. Mr. Donnelly, I hand you Defendant's Exhibit 
11, and ask you if you ean identify this exhibit? A. Yes. 
We call it a file wrapper. It is the office file of the applica- 
tion for a patent filed for W. Reuen Fisher, Serial No. 
79,655. 

(250) Q. Mr. Donnelly, can you tell the Court when 
that patent application was ordered?) A, On January 5, 
1949, 

Q. Thank you. Mr. Donnelly, T hand you Defendant's 
Exhibit No. 12, (251) and I ask vou if you can identify this 
exhibit? A. That is a copy of an application filed for W. 
Reuen Fisher, Serial No. 194,099. 

Q. I will ask you one question before I offer it in evi- 
dence. What is the nature of the structure shown in that 
application? A. It is a drill guide bushing. 
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Q. Is it of the coil type? A. In which there is a coil 
of flat wire, and the drawing in this case was previously 
offered as Exhibit No. 2. 

* id * * . 

(252) Q. Mr. Donnelly, will you tell the Court on what 
date that patent application was ordered? A. Patent 
application was ordered November 7, 1949. 

Q. How do you know it was ordered on that date, Mr. 
Donnelly? A. Because that appears— 

* . * * * 

(252) Q. Mr. Donnelly, T hand you Defendant's Exhibit 
13, and I ask you if you can identify this application? A. 
That is the file including all of the office copies (253) of a 
patent application filed for W. Reuen Fisher on a drill 
guide bushing, Serial No, 194,100. 

Q. What is the nature of the type of bushing shown in 
that application? A. Well, it is a drill guide bushing in 
which there is a liner sealed in a retainer, 

Q. Is it a solid liner? A. It is a solid liner, 


Q. Does it have a body for the liner similar to the coil- 
type liner? A. Yes; they are all the same, They all have 


a body. 
* * * . . 

(254) The Court: Why did you offer proof from Mr. 
Kane—I think it was, or someone else—that brought the 
idea forward? 

Mr. Smith: The proof was offered simply to show that 
while he was in charge of all of these activities in his fi- 
duciary relationship. he utilized the employes and ma- 
chines smoney, and so forth of the corporation, to pursue 
this matter. 

The Court: Let me get it clear. Do vou concede inven- 
torship on the part of the Defendant Fisher? 

Mr. Smith: Yes, your Honor. 

The Court: Then why go into that? 

Mr. Mentag: There is no need to then, your Honor, 

Mr. Smith: I am sorry if I misled anybody here, but 
that isn’t even within the issues of these pleadings. 
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The Court: That is the reason T was a little confused by 
your testimony this morning, because I got the impression 
that vou were challenging whether or not it was Mr. Fish- 
er’s idea. 

Mr. Smith: No, we don't do that, your Honor. 


* * * * * 


254) Q. Mr. Donnelly, I have one question of a general 
nature. You testified that vou worked for a corporation, 
as (255) their patent attorney, and I ask you, from your 
past experience, if it is common in every instance for the 
patent department to inform the board of directors of each 
and every patent application that they handle?) A. I 
worked for many corporations. T worked for the one cor- 
poration as a local patent counsel, doing no work but theirs. 
It is my experience, from all the experience T have had that 
the management does not inform the board of directors of 
the patents under which they are operating. 


° ° * * * 


FISHER, W. REUEN, Testimony of: 


Direct Examination 


(261) Q. Mr. Fisher, T offer you Defendant's Exhibit 
20, and I will ask you if you can identify that exhibit? A. 
That was some drill rod, tool stecl drill rod, that I had 
coiled up tightly to start experimenting with the idea of 
a coiled type liner out of a cheap material—or, a good ma- 
terial, rather, high-priced material. 

* * * * . 

(262) Q. Mr. Fisher, T hand you Defendant's Exhibit 
20, and (263) I ask you if you can identify that exhibit 
as to time? In other words when did you make that? A. 
Well, I did not make it. [had it made by the Hartz Spring 
Company of Holly, Michigan, I believe. 

Q. When? A. In 1948, December, I think, I have an 
invoice which will show that. 
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(263) Q. Mr. Fisher, I hand you Defendant's Exhibit 
21, and I ask you if vou can identify that exhibit?) A. This 
is an early sample made in early—the first three months 
of °49, by the Lake Odessa Tool Company at Lake Odessa, 
Michigan, 

Q. Was that exhibit made before April 1, 1949? You 
said the first three months of “49. A. The check with which 
I paid for it will establish the exact date. It was possibly 
January or February. 


(264) Q. Mr. Fisher I hand you the Defendant’s Ex- 
hibit 22, which comprises a number of checks, separately 
identified by the numbers 22-A through 22-G, and T ask you 
if vou can identify this composite exhibit? A. These are 
checks that were written out by me on the Genesee County 
Savings Bank of Flint, Michigan. They run from Decem- 
ber 7, 1948 to April 11, 1949. 

Q. Why did you issue those checks? A Shall T describe 
them? They were issued for experimental work on getting 
the parts machined up for the very first samples. 

Q. By, very first samples, Mr. Fisher, would you be 
talking about Defendant's Exhibits 20 and 21?) (265) A. 
That is correct. 

Q. Mr. Fisher, I notice check 22-D is dated April 11, 
1949, and that is after the date of the incorporation of 
the present Plaintiff corporation. Will you explain that 
date after April 1, 1949, please? A. Well, it could have 
been one of two things. As far as the date is concerned, 
it could have been paid after delivery. T can’t reeall 
whether I had credit with this company at that time or 
whether that it was ordered and then paid when it was 
picked up. I would suspect it was ordered before April 1. 

Q. These checks of Exhibit 22 were all drawn on your 
personal account, were they? A. Yes, sir. 

Mr. Mentag: Your Honor, I offer the checks of Exhibit 
22 in evidence at this time. 
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(266) Q. Mr. Fisher, T hand you Defendant's Exhibit 
23, and T ask if you can identify that exhibit? A. This is 
an invoice from the Hartz Spring Company of Holly, 
Michigan, and is dated, 12/7/48, and is to me, at my then 
residence at Woodland, Michigan: and it reads: “The sum 
of $6.00 in payment of 12 springs, per description given 
when in our office on 12/7/48." The price is $6.00. 


(266) Q. Mr. Fisher, in relation to Defendant's Exhibit 
23, and the springs described therein, can you tell the Court 
if those are the springs shown in the Defendant's Exhibit 
20? A. Yes, that is two of the twelve springs that were 
ordered, 

Q. What is the material structure of the springs of 
(267) Defendant’s Exhibit 20? A, This is a closely wound 
coil of oil hardening tool steel, drill rod. 

Q. Can you tell the Court if Defendant’s Exhibit 21 em- 
bodies a coil as shown by Defendant's Exhibit 20? A. Yes, 
it does. 

Q. Where is that coil located in Defendant's Exhibit 21? 
A. Inthe bore of the body. 

Q. Is the coil in the drill bushing of Exhibit 21 remov- 
able? A. It would only be such if we were to destroy this 
retaining cap. We would have to remove that and in so 
doing, it would destroy it. Then it would not be likely 
usable again. 

Q. How do you mount or insert the liner coil in Defend- 
ant’s Iixhibit 21 in the outer body? A. By a torquing 
action, a twisting in the counter-direction of the winding. 
Wound left hand, by torquing it in clockwise; and if wound 
right hand, it goes the other way. 

Q. What do you mean by, if it is wound right hand, you 
torque it the other way, and so forth. Will you explain 
that? A. Well, when you put it up, if you go clockwise, 
that would be a left hand winding, because your tail, or 
the first part that is entered must decrease in diameter 
before you (268) can get the next one in. 

Q. Why do you have windings in opposite directions in 
a coil liner of that type? A. Well, it depends upon which 
way the tool rotates. 
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Q. Isee. A. Tf you have a left hand tool, you have to 
have a right hand wind: and likewise, or a liner bushing, a 
die plate that would have to be a right hand wind, or should 
be. 

Q. When vou firs: approached Dr, Swanson to interest 
him in the manufacturing venture for making drill bush- 
ines of the coiled liner type, did you show him a model of 
any type? A. Yes, T did. 

Q. Is the drill bushing model of Defendant's Exhibit 21 
of that type? A. T think that it was. We made several of 
them up out of aluminum. Those were the first ones we 
made. We turned that out of aluminum bar, and it looks 
like it was. 

Q. Did you ever give any of the pre-incorporation 
samples of that type to Dr, Swanson to keep for his own 
use? A, Well, T think he kept one of them, At least, I 
didn't get them all back. T made up about four or five. 

The Court: T am not sure I understood your answer. 
What did you say? 

(269) The Witness: We had manufactured four or five 


of these samples. 

The Court: You said, as I understood, you think he got 
one of them. What do you menn by that? 

The Witness: Well, I know he had one for a while, but 
whether or not that he kept it, I do not know, 


* * * * * 

(269) Q. Mr. Fisher, T hand you Defendant's Exhibit 
24, and Task you if you can identify that exhibit? A. Yes. 
That is one of my checks: my signature is on it; it is on 
Genesee County Savings Bank of Flint, Michigan; and I 
don't believe that [ can pronounce that name. 


* * * * * 


(270) Q. What is the date of that check? A. The date 
is March 30, 1949. 

Q. What bank is it drawn on? A. Genesee County Sav- 
ings Bank, at Flint, Michigan. 

Mr. Mentag: Your Honor, I offer into evidence at this 
time Defendant’s Exhibit 24. 
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The Court: For what purpose? 

Mr. Mentag: The purpose, your Honor, is to show the 
purchase of the stock of the plaintiff corporation March 30. 
This is to bring out that Mr. Fisher paid for the stock of 
the old prior North Branch Products Company and in re- 
turn for that he got the certificate. 

The Court: Why doesn’t he testify to that fact. Are 
you testifying; or do counsel stipulate that? 

Mr. Smith: I don't have any objection to the admission 
of this check to show that he did buy the stock of the orig- 
inal North Branch Products on March 30, 1949. 

The Court: Very well. It will be received. 


* * * * ° 


(270) Q.) Mr. Fisher, I have a couple of questions on 
this check, The Plaintiff’s Exhibit 3 shows that you were 
assigned the stock of the original North Branch Products 
Corporation in the name of W. R. Fisher, Trustee, but the 
stock (271) certificate shows the name of a Karl Morstein 
assigning it to you. I would like you to explain to the 
Court why Mr. Morstein’s name is on this certificate and 
why the check is made out to two other people? 

Mr. Smith: If the Court please, to save time, I don't 
think any explanation is necessary. We will stipulate this 
was in payment for the original stock. 

Mr. Mentag: Very well. 

Q. Mr. Fisher, will you explain to the Court your ae- 
tivities in organizing the plaintiff corporation and your 
relations with Dr, Swanson? A. The interest in the bush- 
ing by Dr. Swanson and some of his friends goes hack 
considerably prior to April 1. Tam sure it would go back 
to near the first of the vear. There was talk about going 
into business; and then after T left the hoard of directors 
of the Universal Engineering on March 19, T was then free 
to enter into and entertain another bushing company. Be- 
tween the 19th and, perhaps, the 25th, or such a matter, 
Dr. Swanson gave a check for about like $5,000 and two 
checks from two nurses in Saginaw. which is about $7,000. 
That is all I can recall at this time. It could have been 
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another $5,000 involved. And T put money to that and 
started the process of buying out this company. (272) We 
knew that the company was available, perhaps a week or 
ten days before the final purchase. 

Q. Had you talked ever with Dr. Swanson the purchas- 
ing of this particular North Branch Products Corporation? 
A. Oh. yes. 

Q. Did you ever discuss your patent rights, your in- 
vention of this coiled drill bushing with Dr. Swanson be- 
fore the corporation was formed? A. 1 don’t think T dis- 
cussed the patent rights, because T had none at that par- 
ticular time. I did point out that I had filed several appli- 
cations. 

* * * * . 

(272) Q. Will you tell the Court the proceedings that 
took place on April 1, 1949 at the first directors’ mecting 
of this corporation, the plaintiff corporation? A. Well, T 
remember it was April 1 that we had the meeting. 


” ” * * * 


(273) The Witness: I remember distinctly that it was 
April 1 that we had the meeting. The exact contents of the 
hoard of dierctors minutes, T would not be able to recite 
them verbatim. 


” ” * * * 


(273) Q. What if any discussion did you ever have with 
Dr. Swanson at any time about inventions? A. Well, 
talked about the inventions and improvements that we 
could make, and the manufacture, many times. 


* * * * * 


(273) Q.. Mr. Fisher, T hand you the Plaintiff’s Exhibit 
99 and I have opened this exhibit to pare 110, which shows 
the minutes of the April 1, 1949 board of directors min- 
utes for the Plaintiff corporation; and T ask you to read 
Paragraph 5. A. ‘fThe Patent License Agreement between 
W. R. Fisher and the Company was approved. W. R. 
Fisher was instructed to present contracts for patents at 
the next meeting.” 
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(Q. Will you comment on that paragraph? A. At that 
mecting, there was considerable discussion. I can't recall 
the exact words, but I know it was discussed (274) in and 
out: and I remember stating liceense—I used the word ‘‘li- 
cense.’’ all the time in my talking with members of the 
board of directors from then cn out. 

Q. What discussion did you have if any with Dr. Swan- 
son before April 1, 1949 and before this patent license 
agreement, as mentioned in Paragraph 5 of the board of 
directors minutes of April 1, 1949?) A. Well, Tam afraid 
T would be unable to establish a time, exact time and place. 
JT saw Dr. Swanson perhaps once or twice a week for may- 
be a month or two before April 1; and occasionally before 
that: and to tie anything down to one specifie date at this 
time, T couldn’t do it. 

Q. Well now, you just said you saw Dr. Swanson. 


(274) Q. Would you try to answer that question again? 
A. And fix a time? 


Q. Yes, if you can. 


(274) The Witness: T met Dr. Swanson in his home or 
office most of the time during those several months; and I 
would imagine that any conversation we would have had 
would have been in his home or office. 


* * * ° * 


(275) Q. What was the nature of those discussions? 
A. Well, my original idea was to take and turn the bushing 
over or sell the bushing to the Universal Engineering Com- 
pany; and it was on Dr. Swanson’s insistence that I don’t 
do that, that we should start a company, that I went into 
the bushing business again, 

* * ° * ° 

(275) Q. Mr. Fisher, what was said about your inven- 
tions at these meetings with Dr. Swanson? Were you going 
to turn them over to the company, or what was discussed 
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in that respect? A. Well, we discussed at length a license 
agreement; we would work under a license agreement. 

Q. Mr. Fisher, would you tell the Court what activities 
you engaged in with the Plaintiff corporation from April 1, 
1949 and for the rest of that year?) A. T was designing 
tools to make this product. This product had not been made 
before by anybody, and most of the tooling was new and 
different. and it had to be desiened, and also, designed 
cheaply. within our budget. That designing and (276) di- 
recting building of these several tools that were required. 

Q. Were you physically at the Plaintiff corporation 
plant throughout the rest of 1949 after April 1 of that year? 
‘A. Twas there until June 1, and from June 1 to July 4, or 
shortly thereafter, T was at my ranch in Canada: and I re- 
turned during the month of July or the last part of July 
and was there during all of August and a part of Septem- 
ber: went back to pick my family up in September, and 
then returned about the first week in October. 

Q. Mr. Fisher, what prompted your taking a couple 
months off from the company in a period when it was a 
new company and you should have heen trying to get the 
product going. A. After all, it took so much time to actual- 
ly physically build these tools. If the employes had the 
the proper instructions and drawings, they could proceed 
with them. 

Q. What agreement if any did you have with Dr. Swan- 
son about your returning to your ranch for a period of 
time each year? 

*- * * * * 

(277) Q. What agreement if any did you have with 
Dr. Swanson in regard to your right to make annual visits 
to your ranch in Canada? A. In consideration for the 
rather nominal salary of $500 a month, it was informally 
agreed by the directors that at least T could have three 
months. the three summer months off to go to the ranch. 

Q. Was the shop unattended and unguided during any 
of these periods when you were going to the ranch? 
A. No. There was usually a foreman or superintendent, 
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like Mr. Kane testified he was there in 1950, and he was 
competent, and we also had, when he was away— 


* * we * * 
—Then when Kane was sick, why, we had Link come in at 
that time. 

(278) Q. Mr. Fisher, T direct your attention to the 
hoard of directors minutes of April 1, 1949, the Plaintiff's 
exhibit 22, and T ask you why you didn’t sign those min- 
utes? A. Well, T have no excuse to offer. It Just was the 
custom that we didn’t, and let it go at that. 

Q. Did you ever discuss the signing of these minutes 
with Dr. Swanson? A. After T was no longer secretary and 
treasurer, in December of 1954. 

Q. Would you say that the statements set forth in all 
of the unsigned minutes of the board of directors meetings 
are correct and truthful? 

* * . * * 

(279) The Witness: I think that they are. 

* * * * . 

(279) Q. Well, Mr. Fisher, are they or are they not? 
Don’t think just tell us, yes, or no, 

* * * . * 

(279) Q.) Mr. Fisher, will you tell the Court what activi- 
ties took place at the Plaintiff corporation during the year 
1950? A, We were still manufacturing the tools and also 
we took in contract work from several companies to sort 
of pay the way of the company at that time. We had tools 
and fixtures and jigs and gauges. 


(280) Q. Mr. Fisher, what were these tools and fixtures 
to be used for? A. For the manufacture of automobile 
and aircraft. 

Q. Will you complete your answer? It isn’t a complete 
answer, A. Well, the automotive and aireraft companies 
—you are speaking of the special tools? 

Q. Yes. (281) <A. Well, that was where they went to, 
like Homing was one of our customers in the aircraft, and 
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Bendix was another, and then there were several—Detroit 
Arsenal—and I can’t right away think, about five others. 
J can’t think of them at this tine. 

Q. What kind of drill bushings did the Plaintiff cor- 
poration make in 1950? 


” * ” * * 


(281) The Witness: We did not have a complete set 
of tools. We manufactured more or less only samples for 
trial. If T may explain that, there are 190 bore diameters 
on drill bushings. and that diameter must be repeated—in- 
side diameter must be repeated about like six times in the 
several lengths. Therefore, the munber of tools required 
is immense. 

* * * * * 

(281) Q. Will you tell the Court what progress the Plain- 
tiff corporation made in vetting the coil drill bushing that 
is involved in this action on the market throughout the 
years 1951 through 1954? 

” * * 7 

(282) The Witness: First, we had to prove that our 
product was worthy and would wear as long as our longer 
than competition. That could only be proven by trial. We 
would take certain job or fixture and the bushing would be 
supplied for that. Then it would be put on trial; and it 
may run for weeks or even months before a definite report 
could be made. So it consumed a greater part of 1951 and 
5) in testing and getting the reports back and assembled 
and assessed properly. 

* * * * * 

(283) Q. Mr. Fisher, the Plaintiff’s Exhibit 1 men- 
tioned there patent applications, is that correct? A. That 
is correct. 

Q. Were all of those three patent applications ever 
identified? A. No. 


(284) Q. How did you, Mr. Fisher, keep track of your 
new inventions that you made in your drill guide bushing 


Reuen W. Fisher—Direct 165a 


art before April 1, 1949? A. Well, it was just a file at 
my home that I had these letters from Mr, Donnelly after 
he had filed them. 

Q. What is the procedure vou go through when you de- 
velop a concept of a new invention? A. Well, first 1 would 
make a mechanical drawing. | am a competent draftsman. 
Then soon thereafter, I would take it to Mr. Donnelly, if 
J thought that it contained a patentable subject matter. 
And from there on, why, he would work it out. 

Q. How did you determine the dates for the three pat- 
ent applications mentioned in Plaintiff's Exhibit 1? (285) 
A. Well, T had the letters in my file for two of them— 

Q. Can you recolleet— A. —but T can’t recollect how 
T got the other one in, although T know that I had a coil 
type bushing sample that T had made in that six—five or 
six months before this company was started. 

Q. Mr. Fisher, were you the secretary-treasurer and a 
director of the Plaintiff corporation for the entire period 
from April 1, 1949 to February 17, 1957?) A. No, sir, T 
was not. T was a director and seeretary-treasurer from 
April “49 until December 4, 1954. T was not an officer of the 
company from December °54 until May of 1956, when T was 
again re-clected as secretary and treasurer. 

Q. Will you tell the Court what duties vou took care of 
during the period while you were not occupying yourself 
in taking care of one of those offices? A. That was the time 
that T had acquired the sales contract, and T spent about 
seventy-five per cent of my time on selling and on the en- 
gineering when at the plant. 

Q. Mr. Fisher, T hand vou Defendant’s Exhibit 5, and 
T ask vou if this could be the contract you just mentioned? 
A. Yes, it is. 

Q. What if any sum did you ever pay under this con- 
tract to the North Branch Produets Company? (286) A. T 
paid $29,000 during the vear 1955, 


(286) Q. Mr. Fisher, T hand vou Defendant’s Exhibit 
25, and T ask you if you can identify that exhibit? A. This 
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is a summary of the checks from the several banks that T 
paid into the North Branch Products and the Revere Jén- 
gincering Company for the years 1950 to 1956, and I never 
received a note or any other form of indebtedness for any 
of these checks. 

Q. Where did that paper, Defendant’s Exhibit 25, origi- 
nate and what is the date? A. The date that T made this 
up was—I think it is on the other part to this. There is a 
date. It was about five weeks ago that I finally got all the 
checks together that 1 could get, and showed the total of 
about like some $98,000 that was put in during those 
several years, unsecured and without recourse. 


* * * * * 


(299) Q. Mr. Fisher, T hand you Defendant's Exhibits 
26-A through 26-ZZ, and ask you if you can identify these 
checks and tell the Court what they are for?) A. These 
checks are made out to the Revere Fisher Engineering 
Company, and signed by myself. The total amount is Some- 


thing like $32,000, of which $25,000 was in payinent for 


the sales contract in 1955; and I believe if we follow (500) 
through from °55, the several months, according to the con- 
tract, of $5,000 a month, you will find that the contract is 
paid. Do I have to identify all of them, each one? They 
all have my signature. 

The Court: You have heard them identified by your 
counsel. 

The Witness: Yes, sir. 

The Court: Are they all the same? 

The Witness: They are all the same. 

The Court: And for the same purpose? 

The Witness: For the same purpose. Exeuse me. Not 
quite. The $25,000 pays for the sales contract, and the 
other remainder of about $7,000 would be advances or, 
shall we say, loans to the company. 

Mr. Mentag: Your Honor, at this time the Defendant 
offers into evidence the Defendant’s Exhibits 26-A through 
26-22. 

The Court: They will be received. 


. * e e 
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(305) Q. As long as we are on this particular point, 
where did the money for that $13,500 in that Defendant's 
Exhibit (306) 2— 

The Court: It is 27-A, 


Q. —27-A come from? <A. Dr. Swanson gave me 
$5,000, a check for $5,000, and also two checks froin two 
nurses at Saginaw, for a thousand each; and the balance 
was from my personal account. 


(308) Q. —*Prior to the date of the receipt of the Bank 
Order marked Defendant’s Exhibit 27-A, what if any oral 
agreement did you have with Dr. Swanson about the dis- 
bursement of the money shown in this Bank Order? 

The Court: That is the Bank Order for $13,500, is that 
right? 

Mr. Mentag: Yes, your Honor. 

The Witness: With that date of the check or Cashier’s 
Check of Mareh 21, it fixes the date in my mind of at least 
the final talks with Dr. Swanson, in which we agreed to 
buy out the Sale Machine Company and the North Branch 
Products Company, and that we would enter into an agree- 
ment to manufacture my inventions, and on the royalty 
basis of one per cent and $500 minimum, $1500 maximum, 
and we would have a charge-hack of any salaries that were 
to be paid me, so that it would not be a burden on the com- 
pany to get started, (809) and that T was to receive a nomi- 
nal salary, which was not agreed upon at that time, but 
was not to be excessive: and one of the other things was 
that T had my ranch in Canada and T was supposed to be 
able to spend some of the summers in Canada. I think 
that covers it. 

Q. Mr. Fisher, T hand you the board of directors min- 
utes for the Plaintiff corporation to refresh your recollee- 
tion, and T ask you if the oral agreement which you just 
testified to was ever discussed in any of the board of diree- 
tors meetings in any way A. Well, it was discussed on 
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the first mecting of the board of directors and substantially 
the same terms were repeated as I mentioned in my last 
statement. And then on the stockholders meeting on the 
page 110, there is item 5:°*The Patent License Agreement 
between W. R. Fisher and the company was approved. 
W. R. Fisher was instructed to present contracts for pat- 
ents at the next meeting.’? Now, the date of this record 
would indicate April 1. 

Q. Mr. Fisher, T am handing you Plaintiff's Exhibits 
15, 16, 19, 20 and 21, which show Plaintiff corporation 
checks (310) issued to Mr. Thomas S. Donnelly; and T ask 
you why these Plaintiff company checks were paid to Mr. 
Donnelly, if you know? A. These checks were paid to 
Mr. Donnelly for the fees for preparing patent applications 
or patent work of some description or other. Now, they 
seem to be in 753, in °51, and in *50. At that time, T had an 
account with the company in which T put money in, and T 
always maintained a credit balance. Now, if we were to 
have the stubs of these checks, T think that they would show 
that this would be charged to W. R. Fisher, 

Q. How Mr. Fisher, did you pay money into the account 
you just mentioned? A. Well, when we would make a de- 
posit at the bank of a check of my own, it was recorded who 
made the deposit, and then that was credited to a eumula- 
tive account. 

Q. Mr. Fisher, T believe, to the best of my recollection, 
that Mr. Kane testified for the Plaintiff yesterday that 
the hooks that were in his control at the present time did 
not show any account in your name, Can you explain that? 
A. T cannot explain anything about the hooks from 1954, 
December 1954 forward, Even when T became secretary- 
treasurer again, for a few months in “56, May, T believe it 
was. T did (311) not get a return of the books and records 
of the company, only a few of them. 

Q. Tt is still not clear to me what you mean by your 
account. Can you explain to the Court what you mean by 
that term? A. Well, it would be a debit and credit. Tf you 
put money in, in your account, you would have a credit. 
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Now, if you draw it out, it would be a debit. Now, in this 
company, there wasn’t very much money at any time in 
the hank balance, so we drew out very little. It was mostly 
put in, as the checks will show, and the loans were floating 
loans advanced without security of any deseription on my 
part to the company. In other words, | had no hold over the 
money or any legal means of getting it back. 

Q. Mr. Kane testified there were no written records, so 
how could you keep track of these debits and credits? 
A. Mr. Kane worked for the company as a shop foreman 
from about 1950 until about February of 1952. From May 
of 1950 until about February of 1952. Then he did not come 
back until about two years later. It was just a little short 
of two years, At that time, it would bring us up to 754. 
As long as T had charge of the books, up to December of 
1954, T don’t see how Mr. Kane would have any direct 
knowledge from which he could testify coneerning books. 

Q. You mean that up until that time in “44 when you 
(312) say the books were taken away, that you kept your 
own account and showed the debits and credits? A. No, 
T did not. We had one girl to do all of the records. Tt was 
just one girl to keep them, as long as T had the books: and 
she done the hooks, and it would be her handwriting in the 
books. T did not do the bookkeeping myself. 


* * * * * 


(315) Q. Mr. Fisher, Task you if you ean identify these 
checks, Defendant's Exhibit 29-A-1 through 29-A-11, and 
tell the Court what this money was paid for to Mr. Donnel- 
ly. A. These checks all seem to be made out to Mr. Don- 
nelly and signed by myself, and each and every one of them 
was for services as a patent attorney. They have been final 
foes, or filing or making up an application. T haven't exact- 
ly identified any with a certain application, but I could. 

Q, Thank you. 

Mr. Mentag: Your Honor, Defendant at this time offers 
into evidence Defendant*s Exhibits 29-A-1 through 29-A-11. 

Mr. Smith: T have no objection. 

The Court: They will be received. 
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Q. Mr. Fisher, what patent attorney's services were 
covered by the checks marked Defendant's Exhibits 29-A-L 
through 29-A-11? A. Well, [ believe that all of them 
covered the subject (316) matter relating to drill bushings 
of some kind or another, 

Q. Mr. Fisher.you have testified here today about this 
account you had with the Plaintiff company. Did this girl 
bookkeeper who kept the books for you actually keep a 
written account, then, that showed credits and debits at 
least up to 1954, to the best of your knowledge? A. Yes, 


* * * * * 


(316) Mr. Mentag: If it please the Court, your Honor, 
L have a series of checks numbered Defendant’s Exhibits 
98.4 through 28-C-4, and | would like to have the defendant 
identify these checks. I would like to offer them in evi- 
dence for the purpose of showing that Mr. Fisher actually 
did pay money into this account of his that we have been 
talking about here today. 1 think they are very pertinent. 

Mr. Smith: If the Court please, } will object at this 


point. These checks are all made payable to North Branch 
Products, Inc. They don't indicate any account whatso- 
ever, They don’t indicate that this was in any Fisher ac- 
count. They simply indicate that they were checks pay- 
able to North Branch Products, Inc, (217). We concede 


here that Mr. Fisher paid money into this company, as did 
the other stockholders. So | suggest, sir. that they are 
incompetent and they are immaterial, except for the pur- 
pose which we are willing to stipulate, that he did pay 
money into the company. 

Mr. Mentag: I think they are very important, your 
Honor, to show that he was faithful to his trust as an of- 
ficer during the times that he was an officer and director, 
and also shows that he couldn’t have heen guilty of any 
misfeasance or malfeasance because when the Court secs 
the total of these checks, and then hears later on the tes- 
timony as to just what Mr. Fisher got in salary and royal- 
ties, it would be pretty hard to think otherwise. : 

The Court: 1 will overrule the objection. 
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Mr. Mentag: T would like at this time to read into the 
record the Defendant's Exhibits marked 28-A through 28- 
C-4. Defendant's Exhibit 28--A is drawn on the Genesce 
County Savings Bank on April 1, 1949, was payable to the 
order of North Branch Products Company, and in the sum 
of $3019.94. I wovld like to say at this time that all of the 
checks in this exhibit are made payable to the order of 
North Branch Products Company, and then I will just 
skip the payee (318). | would like to make one more state- 
ment also. That there is one paper in this exhibit which 
is not an actual check, but it is a receipt for a draft from 
the Bank of Nova Scotia, Edmonton, Alberta. I will get 
to that, but it is not a check, Defendant’s Exhibit 28-A-1 
was drawn on the Union Bank— 

The Court: Can't you just give the date and the amount? 

Mr. Mentag: All right, your Honor. 

Defendant's Exhibit 28-A-1 is dated May 9, 1949; amount 
is $1,009. 

Defendant's Exhibit 28-A-2. dated May 18, 1949; amount 
$1,000. 

Exhibit 28 

Exhibit 2: 

? 


-3, date, July 18, 1949: amount $254.50, 
S-A-4, dated August 12, 1949; amount $200, 

Exhibit 28-A-5, dated August 15, 1949; amount $800, 

Exhibit 28-A-6, dated October 14, 1949: amount $200, 

Exhibit DS-A-7, dated October 20, 1949: amount $250. 

Iexhibit 28-A-8, dated November 5, 1949: amount $250 
(319). 

Exhibit 28-A-9, dated November 11, 1949: amount $250. 

Exhibit 28-.A-10, dated November 28, 1949; amount $500, 

Defendant's Exhibit 28-A-11, dated December 10, 1949, 
amount $250, 

Defendant's Exhibit 28-A-12, dated December 17, 1949; 
amount $200. 

Defendant's Exhibit 28-A-13, dated January 12, 1950, 
amount $500. 

Defendant’s Exhibit 28-A-14, dated March 17, 1950, 
amount $500. 

Defendant's Exhibit 28-A-15, dated March 13, amount 
$300. 


» 


-A 
-A 
A 
A 
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Defendant’s Exhibit 28-.A-16, dated March 22, 1950, 
amount $2,000. 

Defendant's Exhibit 28-A-17, dated July 31, 1950, amount 
$9.00. 

Defendant's Exhibit 28-A-18, dated October 28, 1950, 
amount $500. 

Defendant’s Exhibit 28-A-19, dated November 10, 1950, 
amount $500. 

Defendant’s Exhibit 28-A-20, dated November 27, 1950, 
amount $400. 

Defendant’s Exhibit 28-A-21, dated November 29, (320) 
1950, amount $500. 

Defendant’s Exhibit 28-A-22, dated December 1, 1950, 
amount $500. 

Defendant’s Exhibit 28-A-23, dated January, 1951, 
amount $509. 

Defendant’s Exhibit 2S-A-24, dated January, 24, 1951, 
$500. 

Defendant’s Exhibit 28-A-25, dated February 10, 1951, 
amount $500. 

Defendant's Exhibit 2S-A-26, dated February - 
amount $500. 

Defendant's Exhibit 28-A-27, dated February 27 
amount $300. 

Defendant's Exhibit 28-A-28, March 21, 1951, $500. 

Defendant’s Exhibit 28-A-29, dated April 7, 1951, amount 
$100. 

Defendant’s Exhibit 28-A-80, dated April 9, 1951, amount 
$100. 

Defendant’s Exhibit 28-A-31, dated April 11, 1951, $650. 

Defendant’s Exhibit 28-A-32, dated April 16, 1951, 
amount $500. 

Defendant’s Exhibit 28-A-33, dated June 30, 1951, amount 
$500 (321). 
Defendant’s Exhibit 28-A-54, dated July 2, 1951, amount 
$950. 

Defendant’s Exhibit 28-.A-35, dated July 7, 1951, amount 
$1,000. 
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Defendant’s Exhibit 2S-A-36, dated July 9, 1951, $500. 

Defendant's Exhibit 28-A-37, dated July 12, 1951, $750. 

Defendant’s Exhibit 28-A-38, dated July 16, 1951, amount 
$550. 

Defendant’s Exhibit 28-A-39, dazed July 22, 1951, amount 
$250. 

Defendant’s Exhibit 28-A-40, dated July 27, 1951, amount 
$600. 

Defendant’s Exhibit 28-A-41, July 23, 1951, $1550. 

Defendant’s [exhibit 28-4. 42, July 31, 1951, amount $1,- 
000. 

Defendant’s Exhibit 28-A-43, dated August 1, 1951, 
amount $400. 

Defendant’s Exhibit 28-A-44, dated August 9, 1951, 
amount $125. 

Defendant’s Exhibit 28-A-45, dated November 26, 1951, 
amount $100. 

Defendant's Exhibit 28-A-46, dated November 26, 1951 
(322), amount $550. 

Defendant’s Exhibit 28-A-47, dated January 1, 195— 
I can’t make out whether this is a *¢2” or ‘'3”. In the front 
it looks like a “2? and in the back it looks like it was passed 
January 7, 53. But the amount was $50. 

Defendant’s Exhibit 28-A-48, dated February 11, 1952, 
amount $500. 

28-A-49, dated March 10, 1952, $500. 

28-A-50, dated March 10, 1952, amount $150. 

Exhibit 28-B-1, March 15, 1952, amount $100. 

28-B-2, dated April 11, 1952, amount $150. I see there 
is one slight change here to the payee. It says: North 
Branch Products Payroll account. 

Exhibit 28-B-3, dated April 11, 1952, in the amount of 
$100. Again, here is a little change as to payee. It says: 
Pay to the order of North Branch Products—General Ac- 
count. 

Exhibit 28-B-4, May 17, 1952, amount $250. 

Exhibit 28-B-5, dated July 31, 1952, amount $12.20, 

Exhibit 28-B-6, dated December 16, 1952, amount $100. 

Defendant’s Exhibit 28-B-7, dated January 9, 1953, 
amount $150. 
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Exhibit 28-B-8, dated June 4, 1953, amount $2,000. 

(323) Exhibit 28.B-9, dated July 14, 1953, amount $500. 

Exhibit 28-B-10, dated July 14, 1953, amount $509. 

Exhibit 28-B-11, dated July 28, 1953, amount $1,000. 

Axhibit 28-B-12, dated July 31, 1953, amount $95.72. 

Exhibit 28-B-13—and this is a receipt for a draft on the 
Guaranty Trust Company of New York I am confused 
here. It has a number 727107. It says: The Bank of 
Nova Scotia. I understand this now. The 3ank of Nova 
Scotia issued this draft for $1985.25, It says: “Debit W. 
Reuen Fisher “Purchase on U. S. Draft #727107 for 
$2000 U. S. in favor of North Branch Products, plus for- 
warding charges.” That was dated August 10, 1953. 

Defendant’s Exhibit 28-B-14, dated September 5, 1953, 
amount $300. This was a foreign bank check, the Bank 
of Nova Scotia, Edmonton, Alberta. 

Defendant’s Exhibit 28-B-15, dated November 7, 1953, 
amount $125. 

Defendant’s Exhibit 28-B-16, dated November 22, 1953, 
amount $200. 

(324) Defendant’s Exhibit 28- 3-17, dated December 26, 
1953, amount $150. 

Defendant’s Exhibit 28-B-18, dated January 2, 1954, 
amount $300. 

Defendant’s Exhibit 28-B-19, dated January 11, 1954, 
amount $159, 

Defendant’s Exhibit 28-B-20, dated February 27, 1954, 
amount $3060. 

Defendant’s Exhibit 28-B-21, dated April 24, 1954, 
amount $300. 

Defendant’s Exhibit 28-B-22, dated June 4, 1954, amount 
$50. 

Defendant’s Exhibit 28-B-23, dated June 5, 1954, amount 
$300. , 

Defendant’s Exhibit 28-B-24, dated July 15, 1954, and the 
amount was $19.60. 

Defendant’s Exhibit 28-B-25, dated October 4, 1954, and 
the amount was $395. 
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Defendant’s Exhibit 28-B-26, dated October 13, 1954, and 


the amount was $250. 


Defendant’s Exhibit 28-B-27, dated October 15, 1954, and 


the amount was $150. 


Defendant’s Exhibit 28-B-28, dated October 16, 1954, 


$500. 


Defendant's Exhibit 


(325) amount $100. 
Defendant’s Exhibit 
amount $500. 
Defendant’s Exhibit 
amount $300, 
Defendant's exhibit 
amount $200. 
Defendant’s Exhibit 
amount $250. 
Defendant’s Exhibit 
amount $500. 
Defendant’s Exhibit 
$250. 
Defendant's Exhibit 
amount $100. 
Defendant’s Exhibit 
amount $400. 
Defendant’s Exhibit 
$200. 
Defendant’s Exhibit 
amount $5.0. 
Defendant’s Exhibit 
amount $200. 
Defendant’s Exhibit 
$200. (326). 
Defendant’s Exhibit 
amount $100. 
Defendant’s Exhibit 
amount $200. 
Defendant’s Exhibit 
amount $25. 


28-B-29, dated October 


98-B-30, dated October 


28-B-31, dated November 4, 


28-B-32, dated November 4, 


28-B-33, dated November 
28-B-34, dated November 
28-B-35, dated, November 
28-B-36, dated 
28-B-37, dated November 
28-B-38, dated 
28-B-39, dated November 


28-B-40, dated December 


28-B-41, dated January 


28-B-42, dated January 
28-B-43, dated February 


28-B-44, dated February 


November ! 


November 


18, 1954 


20, 1954, 
1954, 
1954, 
12, 1954, 
12, 1954, 
1954, 
1954, 
1954, 
3, 1954, 

1954, 
15, 1954, 
22, 1955, 


99 


1955, 


9 


“> 


1955, 


7, 1953, 
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Defendant’s Exhibit 2$-B-45, dated February 8, 1955, 
amount $200. 

Defendant’s Exhibit 28-B-46, dated May 2, 1955, amount 
$5.00. 

Defendant's Exhibit 28-R-47, dated June 15, 1956, amount 
$900. 

Defendant’s Exhibit 28-B-46, dated June 28, 1956, amount 
$1,000. 

Defendant’s Exhibit 28-B-49, dated July 2, 1956, amount 
$1100. 

Defendant’s Exhibit 28-B-50, dated August - 1956, 
amount $500. ’ 

Defendant’s Exhibit ) dated October 1956, 
amount $1500. 

Defendant’s Exhibit 28-C-2, dated October 1956, 
amount $550. 

Defendant’s Exhibit 28-C-3, dated October 9, 1956, 
amount $1,000. 

Defendant’s Exhibit 28-C-4, dated January 22, 1957 
(327), amount $200. 

By Mr. Mentag: Q. Mr. Fisher, T hand you these De- 
fendant’s Exhibits which I have just read into the record, 
and I ask you if you can tell the Court what that money 
was paid into North Branch Products Company for, if you 
can remember? A. This money was paid into the company 
as a loan or advance or a credit to my account. Now, in 
August of 1955, I did accept some stock for the residue 
of this money that I had put in. Now, those checks for 
Mr. Donnelly should have been charged off prior to this 
stock issue of 1955 that I got. Now, T paid $5.00 a share 
for several hundred shares of stock in 7°55, That would 
take care of some of these cheeks. But they were not put 
in with the intention of buying stock. They weren't put 
in for buying stock, That wasn’t the intent. It was simply 
an open account and should have been credited to me, and 
any charges should have been charged back to me, That 
is, I believe, a normal bookkeeping transaction. 

Q. Do you have any idea as to the total amount of 
these checks I have just handed you? A. I believe that 
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T added them up last night and (328) there was $47,500, 
about. 


* * * * * 


(328) Q. Mr. Fisher, T am handing you Plaintiff's Ex- 
hibits 23, 24, 25 and 26, which the plaintiff introduced 
into evidence yesterday, and I see on these checks the 
word, “Royalty,” and so forth, and I would like you to tell 
the Court why these checks were issued to you in the first 
place and why they are marked, ‘*Royalty.” A. After the 
stormy meeting of December the 4th, 1954, T was no longer 
an officer of the company or manager until again in °56. 
Now, I had no salary payments to me and so, consequently, 
these royalty checks were issued as being just and properly 
due, Now, what happened to me after | received the sales 
contract late in January or early February, I spent my 
time on sales, and then T did engineering back at the plant, 
and tool work. T also answered anybody's questions (329) 
regarding something about management, but | did not have 
any managerial powers to tell people to do something, or 
in that way. So that is the reason for these checks. Now, 
T did not have even at that time access to the checks if they 
were signed in advance by Dr. Swanson. If that was a ease, 
why, I couldn’t have got a hold of the cheeks anyhow. 
There is one check here in March that I remember dis- 
tinetly. We had some trouble up at the ranch with sick- 
ness, and I had to leave; and I know full well that I took 
this check in to Dr. Swanson’s office at Vassar, and he 
signed it. 

Q. Mr. Fisher, can you tell the Court what salaries you 
received from the North Branch Products Company from 
the date of April 1, 1949 through the date of February 17, 
1957, if you can remember? A. I drew no salary for all 
of the eight months of 1949, not one penny. During the re- 
mainder of the years that T was at North Branch Prod- 
uts, I think about $3100 was the most that I was ever paid 
in salary or wages, and that would even include the year 
1955, when we had a couple thousand dollars worth of 
royalty to tack onto the salary. Now, that is a fact that 
can also be proven by the withholding tax slips. 
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(330) Q. Mr. Fisher, yesterday, to the hest of my recol- 
lection, Mr. Smith testified that you attended the board of 
directors meeting on February 17, 1957, at which time you 
parted with the company. Will you tell the Court if you 
actually did attend that meeting, and what occurred, please? 
A. Twas not a member of the board of directors, I was 
sometimes invited to attend. On this date, which was a 
Sunday, I was not invited to attend. I was at a christening 
of one of my relatives when about like two-thirty in the 
afternoon, I got a telephone call from Mr. Smith, and said 
that they were holding a very (331) important meeting and 
T should be there. Therefore, I drove over to Saginaw, 
a distance of about sixty miles; and when TI got there and 
entered the meeting, I received a kind of rather cold greet- 
ing; but about the first thing that was handed to me was— 
now, again, even though I was not a director, I had ad- 
vanced about $200 the week before for the pay roll, in 
another personal check, as we have here, IT was given 
back a check for about $200 and I was given some stock, 
I believe that for attending when I was a director, it was 


200 shares, I think, and also this copy of the discharge; 
and they asked me if I wanted to stay on as an engineer, 
and I told them that that was a step down and I didn’t 
think that I would be interested. 


* * * * * 


(331) The Court: Mr. Fisher, who is Vera I, Fisher? 
The Witness: That is my wife. 
The Court: I notice a good many of these checks bear 
her signature. 
The Witness: Yes, but they were put in for the same 
(332) purpose. We have a joint account. 
7 *. * * * 


(332) Q. Mr. Fisher, at this particular meeting, when 


you were offered the job of consulting engineer, what sal- 
ary if any was offered to you at that time?) A. There was 
nothing mentioned about salary, whether it would be the 
same, less or even more. 
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Q. After the meeting of February 17, 1957, will vou tell 
the Court where you went?) Did you go to Detroit, as Mr. 
Smith testified, and try to collect money to start another 
company? Will you tell the Court please. A. No, I did not. 
According to my sales contract— 

* *. *. * * 

(334) Mr. Mentag: Miss Reporter, was there an un- 
answered question on the record? (Whereupon the ques- 
tion and answer were read by the reporter.) 


Direct Examination (continued) 
By Mr. Mentag: 


Q. Mr. Fisher, will you continue your answer, if you 
can? A. I still felt that T had a sales contract, and I 
worked about the rest of February with Mr, Nickert and 
myself to continue on with these sales, B Jefore the end of 
February, we learned that Earl Breech had been hired and 
Nickert was discharged. It was then that I decided to make 
arrangements to go to my ranch in Canada on the Sth of 
March. 

Q. I don’t think it is clear as to who this Mr. Nickert is. 
Will you explain who he is to the Court, please, A. Mr. 
Nickert was my sales manager. 

Q. Mr. Fisher, Mr. Roe testified yesterday that when 
he bought his North Branch Products stock from you, that 
(335) vou told him that the Plaintiff company had the 
patents. Will you tell the Court what you meant by suc ch 
representations, if you can remember? A. First, may I 
say, 1 did not sell any stock to Mr. Roe. T believe that was 
Dr. aioe who sold the stock. But I do remember them 
coming to the office at North Branch, and having a rather 
lengthy discussion with Mr. Roe. Like with everybody else, 
LT always told them that the North Branch Products had the 
exclusive license on the drill bushing products. 

Q. Will you tell the Court the circumstances under 
which you retained Mr. Smith to represent you in the meet- 
ing of December 20, 1954 before the board of directors 
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of the Plaintiff company? A. On Friday, December the 
3rd, 1954, about eight o’clock in the evening, Dr. Swanson 
galled me up and informed me to be at a meeting at the 
company office at eight o’clock on Saturday morning, De- 
cember 4. On arriving at the mecting, I found present all 
the directors and an attorney from Detroit by the name of 
Ferguson. I think the records show that he was there. 
However, it doesn’t show perhaps that he had a tape re- 
corder, and he took recordings all day long. The method 
of attack was one of a grand jury, and the questions were 
all directed to me, and tried to be (336) intimidating, for 
what purpose, I do not know. Tn any event, there was a 
question of patent applications that definitely did come up 
at this meeting. So, they were not satisfied after about 
eight hours, and they postponed the meeting until Decem- 
ber 8. Now, they had asked me to produce the patent ap- 
plications, which is pertinent, I believe, to this case. So 
T told them that I would upon consulting my patent attor- 
ney and getting his advice. But in the meantime, one of 
the directors told me that a secret caucus was held and that 
Ferguson's plan was to circulate these applications among 
the trade and attempt to sell the plant out and get a little 
profit. On contacting Mr. Donnelly on Monday, he advised 
me that that would be wrong, to let these applications cireu- 
Jate: that if any of the directors or attorneys for the com- 
pany wanted to sce the applications, that they could come 
down to his office and he would go through any of them 
with them. That is what I informed the board on the Sth. 
But there still seemed to be some other matters; and it 
seemed that they thought there was something criminal 
involved, or implied it, on my original call; and I felt that 
I should have counsel present at the meeting of December 
the 20th: and so, therefore, I contacted Albert Smith. 

(337) Q. Mr. Fisher, what was this libel suit that Mr. 
Smith brought against you? A. Mr. Smith never brought 
any libel suit or any other suit against me. 

Q. Mr. Fisher, to the best of your recollection, will you 
tell the Court if you ever had any occasion to discuss your 
patent applications with Dr. Swanson? A. Many times I 
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discussed patent applications with Dr. Swanson. At one 
time I remember distinetly he asked me if he couldn’t sign 
one of them and put his name on it. I explained to him 
that I thought that that was distinctly unlawful and couldn’t 
be done. 

Mr. Smith: I will object to this until time and place is 
ascertained. 

The Court: When was it, do you remember, Mr. Fisher? 

The Witness: It would be impossible for me to fix the 
date, but it was prior—about 1952 or 3. 

Mr. Mentag: Your Honor, in regards to the issue of in- 
fringement, it has been stipulated by the parties hereto 
that some of the products of the plaintiff corporation in- 
fringe the claims of Patent No. 2,744,424. which is identified 
in this suit as Plaintiff's Exhibit 5. The specific claims 
which the parties have stipulated to as being infringed 
are Claims 1 and 2 of that (338) patent. Mr. Kileoyne and 
Mr. Smith, is that correct? 

Mr. Kileoyne: That is substantially correct, but, as usual, 
there is a modification, your Honor. We have stipulated 
that we infringe if it is ultimately held that we do not own 
this patent or patents. Obviously, if we own the patents, 
we cannot infringe our own patents. So there is a con- 
ditional stipulation. 

Mr. Mentag: That is correct, your Honor. 

The Court: Suppose you don’t own them but have a right 
to use them? 

Mr. Kilcovne: Well then we, of course, still do not in- 
fringe also. 

The Court: Very well. 


° ° 
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Cross Examination 


(379) Q. You went on at great length to tell on your 
direct examination about this Fisher account in the North 
Branch Products, did you not? A. I testified that I thought 
that it was there up until December of 1954. That is the 
last time I saw anything about it. 

Q. Well then, after December—_ A. That is, I saw the 
ledger that contained it. Let me put it that way. 

(380) Q. Now, after December of 1954, Mr. Fisher, this 
Fisher account, was that closed up then? A. I would not 
know. I continued, as these checks will show, to deposit 
funds to the credit of the company even during the time 
that I was not manager or treasurer or anything like that. 

Q. Even when you were just a director? A. That is 
right. 

Q. You continued to put money in? A, That is right. 

Q. But when you were just a director, do you know 
whether or not that Fisher credit-debit account was main- 
tained on the books? A. As I told you, I have never seen 
the books, even when I came back; that ledger, T mean, that 
particular ledger, or the real compaany ledger. That didn't 
come back when I took over as treasurer in May. 

Q. Will you put that rubber band around there again, 
please. A. I thought you asked me to— 

Q. In May of 1956, is that right? A. I thought you 
asked me to look up a check here? 

Q. No, I didn’t, sir. If you will listen, we will get along 
a lot faster. Well, all right, we had an interval then when 
you (381) you say here, under oath, that the books just 
disappeared from that meeting of December of 1954? 

The Court: I didn’t understand him to so testify. My 
understanding is, he said after 1954, he did not further 
have access to the books. Is that correct? 

The Witness: I did not have access nor did I, personally 
see them. 


By Mr. Smith: 


Q. Well— A. They may have been in existence, but Dr. 
Swanson and Ferguson were taking them out of the office 
the last time I saw them. 
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Q. That was in December of 1954? A. That is right. 


a 

Q. Well, and then in 1955, you say you were just sales 
manager, if T understand you correctly? A. That is right. 
I had the sales contract and I worked under it. 

Q. Well, now, when vou were the secretary-treasurer 
and the general manager, where did you have your office? 
A. Well, we had two little offices there at North Branch, 
and in ‘)4—in °55, I guess it was, that they started this 
plant at Millington. 

Q. Mr. Fisher, did you understand my question? In 
1954, before you became sales manager, and while (382 
you were secretary-treasurer, where did you have your 
office, your personal office?) A. Well, I had a desk at North 
Branch in the North Branch building. 

Q. All right. A. And there was two other desks in 
there, and the drawing board, and | oceupied the drawing 
board and one desk. 

Q. <All right. Now, that was in ‘54, when you were see- 
retary-treasurer? A. Yes. 

Q. All right. And the books were kept in the room 
where you had your desk in 1954, were they not? A. Yes 
they were kept in a steel file in the northeast corner of the 
office. 

Q. All right. Now then, we switch over to January of 
1955, when you testified here you became sales manager 
only. A. That is right. 

Q. I will ask you, sir, where you had your office, your 
personal office in 1955?) A. Well, I used—when I was at 
the plant, T used the same offices, as there was nobody ap- 
pointed as manager to take over. 

Q. Yes. You had the same desk then? A. Well, had the 
same desk, yes. 

(3835) Q. In the same spot in the same room? A. Sub- 
stantially. 

Q. In 1955? A. Yes, sir. 

Q. And the books were in the same place? A. That, I 
cannot tell you, because I did not see them. 

Q. Isee. Well, you had the same secretary, didn’t you, 
sir? <A. It not longer became my secretary, and it wasn’t 
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such a thing as a secretary. We only had the one girl in 
the whole office, and she was in the outer office, beyond the 
office where T had my desk. 

Q. What I am getting at, Mr. Fisher, is that when you 
switched from being secretary-treasurer over to sales man- 
ager under this agreement, you still had the same seeretary, 
the same girl stayed on there? A. The office girl probably 
stayed on there for a while. I can’t recall her name, and I 
don’t know what date she left, or what time she left. 

Q. You didn’t hire an extra girl when you became sales 
manager? A. J did not hire an extra irl, no, sir. 

Q. Now, just a minute here, Just to take a minute. How 
did your duties change in January of 1955 when you were 
sales manager from what they were in 1954 when you were 
(384) secretary-treasurer? What did you do differently? 
That is the way I want to put it. A, First, let me say this. 
That I was not a corporate officer. Therefore, T had noth- 
ing to do as a corporate officer, I retained my director- 
ship, but I was not president, vice-president, or anything 
like that. 

Q. You continued to keep the minutes of the meetings 
as secretary, did you not, sir?) A. Acting seeretary, sir. 

I beg your pardon? A. Acting secretary. I had to 
do some things like that. 

Q. Well, referring to the corporate book, Plaintiff's 
Exhibit 22, and the year 1955. Mr. Fisher, you kept all 
those minutes, as a matter of fact, didn't you? A. I may 
have written them up here, I see one here signed with 
Harry M. Grinnell. Now that. I obviously didn’t do. 

That was in the year 1954, sir. A, That was in 754? 

Q. Or it may have been 55. I think there is one in 
there that was signed by Mr. Grinnell. A. Yes, this one is 
1955. 

_ All right. A. And then this April meeting, yes, I 
attended the (385) meeting, and I usually got the job, but 
I was not elected back to being a secretary. 

Q. Mr. Fisher, you kept this corporate record or book 
in that inner office, did you not, at North Branch? A. That 
book, yes, sir. I kept it in that same safe where Doc wanted 
it put. 


Reuen W. Fisher—Cross 185a 


Q. Now, as I understand your Defendant’s Exhibits 
28-A through 28-C-4+—what are those checks supposed to 
represent? A. They represent payments to the North 
Branch Produets—not payments, but advances and to my 
account, 

Q. I see. To your account?) A. Open account, ves, sir. 

Q. Well, these checks extend down through 1957, do 
they not?) A. No, I think the last cheeck—wait a minute. 

Q. Will you examine it? A. No, °56, 

Q. Examine the exhibit, please, Aren‘t they arranged 
in chronological order?) A. They don’t seem to be, Yes, 
they are. 

Q. And the last one is dated in 1957, is that correct? 
A. Yes, that is January the 22nd, 1957. I recall now, I ad- 
vanced $200 to cover the pay roll. 

Q. And yet you were putting this into vour Fisher open 
(386) account, is that right? A. Where else could T put 
it? 

Q. Did vou understand the question? A, I made an 
advance to the company, and T assume— 

Q. Mr. Fisher, I don’t want to be rude, but let me reput 
the question. I want to be fair about this, but didn’t vou 
tell me just a minute or two ago that vou deposited these 
checks, all of these cheeks in this exhibit in the Fisher 
open account, a part of the records of North Branch Prod- 
ucts? A. They were deposited in the bank, the same as this 
check was deposited in the bank. Now, your book record 
should have picked that up and given me credit for it. Now, 
T don’t know what happened here, because this was Harold 
Killmer, and in ’57, and he had charge of the hooks, But— 

Q. Let us see that check. AJ At least T paid you sub- 
stantially a good cheek, I think it was cashed. 

QQ. Mr. Fisher, did vou understand that anyone was dis- 
puting the fact that you had put money into this company? 
A. T can’t be sure, 1 don’t exactly know what you are dis- 
puting. 

Q. All right. Now then, Mr. Fisher, please now, sir, 
my question is directed to your testimony here under oath 
that all of these checks leading down to 1957 were put 
in the (387) W. Reuen Fisher open account, a part of the 
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records of North Branch Products? A. T would not know 
how this was handled, All I know is that I paid out money 
that went into the company; and I believe that the company 
was successful, that they may return it upon audit, or so, 
if they find that Tam entitled to it. 

Q. Mr. Fisher, who beside yourself, associated with 
either North Branch Products or Revere Fisher Engineer- 
ing, had charge of books and records kept in that inner 
offiee between April of 1949— A. To the best of my knowl- 
edge— 

Q. One moment, please. A. OLR. 

Q. —between April of 1949 and February 17, of 1957? 
A. Thad charge of them up until 1954, December the 4th. 
From that time on, until May of 1956, to the best knowledge 
that I know of, Dr. Swanson took over all financial opera- 
tions of the company. He directed this girl in the outer 
office as to what to do. 

Q. All right. Now, during that period of time then, 
just so we boil this down, you are telling me now that he- 
tween December of 1954 and May 6 of 1956, that while 
these books and records remained in that inner office where 
you had your desk, Dr. Swanson directed the girl. Is 
that what you are (38S) telling me? A. Whatever he told 
her to do, that was what she must have done, because I 
know I did not. 

Q. You didn’t supervise any employes during that pe- 
riod of time, is that correct? <A. Yes, I supervised the 
sales employee and I also counseled, but not directed. I 
counseled or gave advice or help that I may do to the 
others. 


* * * * * 

(388) Q. Witness, referring to Exhibit 28-A to 28-C-4, 
I notice that there are several different banks that these 
checks are drawn on, The first one here, for example, is 
Shelby, Montana, is that correct? A. That is correct. 

Q. And that is “49. You had an account at Shelby, Mon- 
tana? A. Yes. I still have some checks for years °52 and 
2 and ’4 from Shelby, Montana bank that I could not locate. 
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Q. Allright. Now, in 1949, °50, 53 and "54, you say you 
maintained this account in Shelby, Montana. A. I think T 
maintained it 754, 

Q. During that time, you were living in Michigan all 
the time, were you not? (389) A. That is right. 

Q. And you also had an account in 1949 in the Union 
Bank at Leke Odessa, is that correct, Michigan? A. That 
is right. Woodland is a little town about three miles or 
four miles from Lake Odessa. 

Q. That is Montana, and Lake Odessa. A, That is right. 

Q. Then you had a third account in the Genesee County 
Savings Bank at Flint, Michigan during this period of 
time, is that correct? A. Yes, I had an account with them 
since about like 1935. 

Q. That makes the fourth account? A. No, I think you 
have only got three so far. 

Q. You have Shelby and Lake Odessa and the Genesee 
Bank in Flint, is that correct? A. That is three, isn't it? 

Q. That is three, you are right. Now then, isn’t there 
another bank involved in here? A. Yes, you got one way 
down below there from a bank in Canada, from the Bank of 
Nova Scotia. 

Q. You live in Alberta, don’t you?) A. That is right. 

Q. And Nova Scotia is over on the other end of Canada? 

(390) A. The name of the bank, Mr. Smith, is the Bank of 
Nova Scotia. 

Q. Inwhat Province ? A. It is all over Canada, ** Nova 
Scotia” means the “new star.” It would be translated, “new 
star.” 

Q. All right. You had four accounts then in four dif- 
ferent banks during all this period of time, is that correct? 
A. [ think in 1956 or 57, T closed the account in Lake 
Odessat I ran out of money, and in 56—the First State 
Bank of Shelby, We used to go back and forth twice a year 
by car to Canada, and that bank there enabled us so that 
we did not lose too much money by the adverse discount. 

Q. Well, now then, itd understand it correctly, the ex- 
hibit which we talked about earlier, that totaled about $32.- 
500, $25,000 of which related to the sales agreement, plus 
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this exhibit now— this is just that open account exhibit? 
A. That is right. 

Q. And the open account you have told us about, as far 
as you are concerned, terminated in 1954? A. Well, T don’t 
say that it terminated. The checks speak for themselves. 
T continued to advance money to the company. 

All right, but was it entered in a separate account? 
(391) A. Well, it should have been, but I don’t know. Just 
as you can see here now. That was entirely out of my 
hands. Mr. Killmer—now, I don’t know where that was. 
All I have is a piece of paper to show, the cancelled check 
to show that I had put some money in there for something. 
Now, you may be able to prove— 

Q. What you had was some deposit slips, wasn’t it? 
When you take money over to the North Branch Bank, you 
get a deposit slip, isn’t that right? A. Yes, if you give 
a duplicate slip to deposit, you get a slip marked, “Dupli- 
cate.” 

Q. Well now, that is what you mean, just getting those 
duplicate slips, about your open account, isn’t that true, 
sir? A. No, no, that is not quite true. I may have had a 
few duplicate deposit slips that may have been done at the 
time. I have not been able to locate them. But they are of 
no particular value that I know of, beyond the fact that you 
have the check. The check speaks for itself, T would think. 

Q. Mr. Fisher— A. The money was advanced for it. 

Q. All right, but let me summarize this: This morning 
you told us not only it was advanced—nobody quarrels 
about that—but you told us when you put it in, it went into 
a (392) W. R. Fisher open account, credits and debits. 
That is what I am talking about. A. That is the way that 
it should be and that is the way the original books started 
off back on 1949; and that is the way it should be. 

Q. All right. 


* ° ° * ° 
I notice that there are checks here that are made 
payable to the Revere Fisher Engineering Company and 
also North Branch Products, is that true? A. That is 


right. 
e ° ° ° e 
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(393) Q. Mr. Fisher, what was the purpose of organiz- 
ing Revere Fisher Engineering Company? A. The pur- 
pose of organizing the Revere Fisher Engineering Com- 
pany was to provide a sales outlet and organization. Now, 
it costs a considerable amount of money to develop a name, 
a trade name, and become known with the trade. 


(397) Q. Now, to boil this all down, Mr. Fisher, ac- 
tually, the purpose of Revere Fisher Engineering was to 
act as sales outfit for North Branch Products, isn’t that 
true? A. It was to have a little different name, We thought 
we would save money rather than build the name of North 
Branch Products up in the trade. I was rather well known 
in the bushings field, as far as selling went. 

Q. And did it have separate bank accounts, Revere 
Fisher Engineering? A. They had a—yes, a separate bank 
account. The incoming checks were sent—well, first off, the 
goods was ordered and invoiced by the Revere Fisher 
Engineering Company. I am speaking of the time that I 
was there. And then the checks coming in were deposited to 
the account of the Revere Fisher, and then it would be 
transferred either to (398) the pay roll or the general ac- 
count of the North Branch Products, wherever it was 
needed, and it was usually needed at both places at the same 
time. 

Q. In other words, each corporation had its own bank 
accounts, is that correct? A. That is right. 

Q. Money was transferred from one and then back to 
the other, and so forth, regularly?) A. That is right. 

Q. And while you were secretary-treasurer of both of 
them? A. For quite a while, T think in 1956, Boyce Dal- 
rymple had the power to sign the checks, and I didn’t have 
any power to sign checks at that time. 

Q. But even when Boyce Dalrymple was signing the 
checks, the money was shifted back and forth between these 
two corporations, was it not?) A. While T was there, it 
wasn't exactly back and forth, because it was from the 
Revere Fisher to the one or the other account of the North 
Branch Products Company. Now, I can see no reason, 
while I was there at least, for any money to come from the 
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North Branch Products back into the Revere Fisher, unless 
it was a matter of somebody made an error, 

Well, all right, Mr. Fisher. You were in charge of 
(399) the books of both of these corporations, were you 
not? A. Up to 1954. Now, during “34, Dr. Swanson, from 
then on, he signed the checks from Revere and also North 
Branch Products. 

Q. And then in 1956 you got charge of the books again, 
is that what you are telling us? A, Yes, but when T got 
back in 1956, Boyee Dalrymple at that time was signing 
the checks, I am sure, for the Revere Fisher Enginering 
Company. 

Q. Well, during this period of time you saw the books 
of both corporations, North Branch Products and Revere 
Fisher, didn’t you? 

Mr. Donnelly: Your Honor, if he will indicate what he 
means, during this period of time. 

Mr. Smith: Tam referring to the time that the witness 
has just described. 

Mr. Donnelly: He described two periods. 

Mr. Sinith: Lam sorry, 


By Mr. Smith: 


Q. Mr. Fisher, 1 have no intention of confusing you. 
Xow, let’s take the first period between 1949 and 1954. I 
will ask you whether or not you saw the books of both cor- 
porations? A. During that period, I did, sir. 

(400) Q. Now, we will take the second period and we 
will take it on the basis of your testimony here, between 
May of 1956 and February of 1957, did vou see the books 
of both corporations? A. Only until October of 1956, T 
never did see the books, there wasn’t even any around the 
office that Tever saw, 

Q. What you are telling me now, then, is that between 
May of 1956 and October, you did see the hooks? A. I did 
see them. I did see all but the ledger and one other ae- 
count book that I had not scen or located from December 4, 
1954. 

Q. All right. Now, there is no doubt of the fact here 
from your testimony between May 6 of 1956 and at least 
October of 1956, you were the secretary-treasurer and 
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general manager of both corporations, were vou not? A. T 
am not positive about being even—I might have been a di- 
rector on the Revere Fisher in this period here, but T was 
not any manager or any such thing as that. There wasn’t 
any— 

Q. We will skip Revere Fisher. Will you agree at least 
as to North Branch Products, during this period of time 
you were secretary and treasurer, and seated there at 
the same desk in the same office and doing the same duties 
that you had at the beginning? (401) A. Yes, T was. Tlow- 
ever, I took the job with reservations and didn’t have all 
the books, 

Q. Whether you took it with reservations, you had the 
job? A. Lhad the job. 

Q. At least for that period of time in 1956, you had the 
power to supervise all these employes, did you not? A. I 
would say so. 

Q. And during that period of time, you actually super- 
vised the girls who were taking care of these records? A. 
Well, as there was only one girl there, I suspect that that 
would be the truth, I can't think of anybody else being 
there, 

Q. During that time, you knew what she was putting in 
those hooks, did vou not, sir? A. Not minutely. 

Q. Weren't you concerned about pouring all of this 
money into an open account without seeing during that 
period of time that it was put in the books? A. T was in- 
terested in trying to do all that T could to keep the company 
afloat and save it rather than interested in taking a few 
pennies out of my own pocket. 

Q. Mr. Fisher, do you consider this amount of money 
a few pennies? A. Well, would you allow me to examine 
the checks (402) please? 

Q. Yes. A. We are talking about a period of “56. 

Q. Yes, between May and October. A. Now, | think that 
we have separated that. Now, in 1956— 

Q. Excuse me, Fisher, You said, T think we have sep- 
arated them. Who separated them, those checks? A. Well, 
me and my attorney, Mr. Mentag. 
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Q. And when did you do that? A. T testified to that a 
while ago, that T think we worked on Monday to separate 
them and put them in chronological order. 

Q. Where have these checks in this exhibit been since 
19572. Where have they been physically since 1957? A. 
Well, physicaliy, perhaps the same as the others. They 
were in our storage. We— 

Q. Exeuse me. T will ask you whether or not they were 
up in Canada? A. They were perhaps the last year, a little 
hit longer than a year. December 1958 is when we had our 
last goods out of storage moved up there, and considerable 
of these cancelled checks, especially the olders ones, were 
in our houschold effects, in our personal houschold effects, 
and so we didn’t have them up there with us, It was too 
bulky for (403) me to take in a suitcase on the airplane. 

To make it short, where were your personal house- 
hold effects? That is what Tam getting at here, A. When? 

Q. During the period you just told me about. A. They 
were in storage at Millney Brothers in Saginaw, Michigan, 
and [ assume that is where the cheeks were, because we 
found them— 

Q. Until 1958? A. December of “58, they came up. 

Q. All right. In *60 and ‘61, they have been with you in 
Canada? A. Yes, and 759, I believe, also, Most of 59 In 
1956, I put in altogether here about $5,000, about $6,000. 
The last large amount [ put in on October the 9th of 1956. 

Q. Now, that isa fairly sizeable sum of money, is it not, 
for most people, $6,000? A. That is right. 

Q. And you testify here that you weren’t concerned 
about seeing that it actually got entered in this account that 
you have testified to this morning? A. I know some of it 
was. 

Q. You know. then, that some of the money in 1956 was 
put into, was actually entered into the Fisher credit-debit 
(404) account that you testified to this morning, is that 
your answer? A. Well, Tam quite sure that it was, that 
was so directed, because unless somcehody— 

. You—I am sorry, A. —unless somebody did not 
earry out their directions. I have not see for—what—it 
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would be nearly five years that I have seen the actual led- 
ger shects for that period. 

Q. Well now, Mr. Fisher, isn’t it true—let’s get this 
shortened up—isn’t it true that you have not actually seen 
at any time this credit-debit Fisher account that ycu re- 
ferred to? A. Oh, no, that is not the truth at all, because 
if we go back here from 1949, let us say, until about 54— 

Q. Allright. A. I did sce them at that time and I was 
aware of the fact that they were there. 

Q. Physically, in existence, you saw ledger sheets that 
were labeled, “W. R. Fisher Credit-Debit”? A. That is 
right. 

Q. All right. Now then, going back again—and, please, 
I don’t want to argue this point—but going back again, just 
so we know what happened, for the time in 1956 that you 
just referred to, when you were in complete charge, (405) 
and when you put in, as you testified now, about $6,000, 
did you at that time see that that girl under your super- 
vision put that money in this Fisher credit-debit account? 
A. At that time, not only were we having difficulty with 
finances, it was awfully hard to pay the pay roll, or any- 
thing else, and on top of that, we were experiencing a 
surge of orders from about like $14,000 in the month of 
May, I believe, until, as you speak of, when I was dis- 
charged, in February, it was $50,000. Now, I tried to keep 
on top of it. 

Q. Mr. Fisher— A. Just a minute. 

Q. Excuse me. What question are you answering, sir? 
A. Lam trying to tell you that I had a great deal of trouble 
and— 

But, Mr. Fisher, I didn’t ask you about your trouble. 
A Allright. I did not have time, let's put it this way—I 
did not have time to do minute bookkeeping; and I think 
that production over-weighed that, and that is where my 
skill should be used at the highest level. 
. . *. * ° 

Q. Now, you testified that before April 1 of 1949, you 
had made up at some outside source a small number of 
guide bushings of the type of Defendant’s Exhibit 21, and 
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T believe part of this same device was Defendant’s Exhibit 
20. A. That is right. 

Q. How many of these, this type drill bushing indicated 
by Exhibits 20 and 21 did you have made up before April 1, 
1949? A. Of Exhibit 20, there were possibly thirty-five or 
forty of these that were made up. 

(418) Q. Where did you have those made up? A, At 
the American Spring, in Holly, Michigan, and the Hartz 
Spring, at Holly, Michigan. 

Q. And when did you have them made up? A. T can- 
not give you the exact date unless I would have the checks 
here that were entered. I believe, as part of the record, But 
T don’t know the number, exhibit number. 

Mr. Mentag: The invoice for Wartz Spring was Exhibit 
23. The composite checks were Exhibit 22, Defendant’s Ex- 
hibits. 


By Mr. Smith: 
Q. Without taking the time to look for those checks, 


Mr. Fisher, do you recall whether you had these made up in 
the year 1949 before April 1? A. Yes. [ remember one 
was in the month of December, and T think the label on the 
box that I brought them here in shows that they were de- 
livered in December. 

Q. Of 1948, sir? A. Of 1948, 

Q. Now, who did you tell me made these, Exhibit 21 
here? A. T had them made in two places in Holly, Michi- 
gan, Some were at the Hartz Spring, and also there were 
two groups T believe made by the American Spring and 
Wire of Holly, Michigan. 

(419) Q. All right. Did vou bring with you your invoice 
for the Holly Spring Company? T have one here, your Eix- 
hibit 23, with re spect to Martz Spring Company. <A. T did 
not bring an invoice, but I do have a check on that exhibit, 
I believe it is 23. 

Q. Exhibit 22-A? You say there is a check in here that 
identifies when you received the other springs?) A. Your 
question, T believe, Mr. Smith, was, was there one from an- 
other company. 

Q. Yes, Holly. You identified Hartz. And then you 
said Holly Spring Company. A. Yes. ° 
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Q. You see, what I am trying to do is just establish 
time. So if you can help me there. All right now, will you 
show it tome? You have handed me a part of Exhibit 22. 
A. Yes, sir, 

Q. Which is a check dated December 7 of 1948 to 
American Spring and Wire in the amount of $6.00, A. Yes, 
sir. 

Q. All right. Now, will vou replace it in the exhibit, 
please. Then, Mr. Fisher, you actually received Defend- 
ant’s (420) Exhibit 20 here sometime in the month of De- 
cember, 1948, would that be correct? A. Yes. 

Q. Now, Mr. Fisher, ] will ask vou if at any time after 
April 1, 1949 you made or had made any additional bush- 
ings of the identical type disclosed by Defendant's Ex- 
hibits 20 and 21?) A. Yes, 

Q. How many bushings did you have made of this type 
Tam referring to? A. There possibly was, well, perhaps, 
several hundred. T wouldn't know exactly. But at least 
three or four hundred. 

Q. Three or four hundred, is that correct? A. That is 
right. 

Q. Where did you have those additional bushings dis- 
closed by 20 and 21 made? A, They were made in the 
shop at North Branch Products. 

Q. And they were made, 1 assume on North Branch 
machines? A. Yes, sir. 

Q. Under your direction as secretary-treasurer, gen- 
eral manager, and so forth? A. Yes, sir. 

Q. And subject to your engineering experience and 
knowledge? (421) Yes, sir. 

Q. Now, were these bushings—vou have talked about 
three or four hundred of them—sold by North Branch 
Products, Inc.?) A. T wouldn’t know how to answer that 
question concisely. They were sold perhaps like for sam- 
ples, and that sort of thing. 

Q. So the three or four hundred were made up. then, 
largely for experimental purposes, is that correct? Would 
that be a fair statement? A. Well, the experimental pur- 
pose was definitely for determining wear life. 

Q. <All right. A. Not form, but wear life. 
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Q. So as I understand it, then, Mr. Fisher, none of 
these bushings after that first three or four hundred early 
in 1949 were ever produced for the market? A. For sale? 

Q. That is correct. A. That is right. The difficultiv— 

Q. You have answered my question. They were not 
sold. A. O.K. 

Q. We want to hurry this up this morning if we can. 
Now, why weren't they sold for the market, briefly please? 
(422) A. In receiving material of this type, even though 
it was cold drawn by the suppliers, in the hardening pro- 
cess, a decarburization effect hecame apparent, even though 
which we did many times, we took the round stock, and 
ground both inside and outside. 

Q. Mr. Fisher— 

Mr. Donnelly: Let him finish. 


By Mr. Smith: 


Q. Can I help you by just asking you if they weren't 
sold because they proved not to be acceptable for the mar- 
ket? A. You asked me why. 

Q. Do you want to go ahead and continue?) A. I would 
like to. 

Q. I don’t want to cut you off. Go ahead. A. T would 
like to. Even though they were ground on the inside and on 
the outside to become, shall we say, like a flat coil, as re- 
fered to, the adjoining edges still had the decarburization, 
and even in heat treating and the nitriting process that 
follows, there would be some flicking of the decarbed sur- 
face. 

Q. Now I repeat my question, why was not this parti- 
cular bushing then placed on the market for sale? A, Be- 
cause in the decarbed condition, it would cause, like, pitting 
or breaking in between the several coils. That (425) is, the 
decarh would flake off, 

Q. All right. Now, referring to Exhibit 20, this Holly 
Spring makes springs for sereen doors, dont they? That 
is right near Flint, Michigan, Holly, isn’t it?) A. Well, 
they made a wide variety of springs. 
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Q. Well, isn’t this Exhibit 20 a little spring that they 
use in a screen door? A. No, sir. That, as I testified, is 
made up of drill rod and also high chrome, high carbon 
drill rod. There was a difference in the material of these 
several orders that these show here, about four, I think. 

Q. Very well. Now, as I understand it from your testi- 
mony on direct examination, and also the testimony of Mr. 
Donnelly, your attorney, who appeared as your witness, 
that no patent application was ever filed for Exhibits 20 
and 21?) A. Yes, there was an application filed, but that is 
the one that I think was in dispute, where we had ordered 
it on November 749, which embraced this idea, with the 
tops flattened. 

Q. Mr. Fisher, my notes disclose—and I want to he fair 
about this, so let’s clear it up—that with respect to these 
particular exhibits that you refer to, that vou never did 
file a patent application. A. The one—as T remember it— 
the one where we had (424) flattened the outside was filed. 
I think the actual filing date— 

Q. Would Mr. Donnelly have filed it?) A. Yes, sir. 

Q. He has got all of your patent applications here, 
hasn’t he? A. Well, T don’? know about all of them. 

Q. Now, look, T want to he decent about this. Do you 
want to take the time to confer with Mr. Donnelly and get 
this patent application that you say refers to this exhibit? 
(Whereupon the witness left the stand, conferred with 
counsel, and resumed the stand.) 

Mr. Smith: Now, may the record show that you have 
conferred with your patent counsel, Mr. Donnelly, and you 
have taken to the witness stand apparently an office file of 
Mr. Donnelly. 

By Mr. Smith: 

Q. Is that correct? A. Yes, sir. 

Q. And has the particular file been introduced in evi- 
dence? 

Mr. Donnelly: That is Exhibit something. 

The Witness: Exhibit No, 12. 
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By Mr. Smith: 


Q. Now, open it up and tell me what you want to tell 
(425) me. As I understand it now, Mr. Fisher, Exhibit 
No. 12, the office file of Mr. Donnelly, is the file that you say 
relates to your Exhibits 20 and 21, is that correct?) Will 
you just answer that, yes, or no, and then we will go from 
there. A. Well— 

Q. No, Mr. Fisher— <A. No, no. 

Q. Answer my question first, yes, or no, and then I will 
give vou plenty of opportunity. A. No. 

The Court: Your answer is, no? 

The Witness: I think that is right. 

The Court: That file does not relate to either 20 or 21 
your exhibits? 

The Witness: Well, there is a relation there. I didn’t 
understand it that way. There is a definite relation. 


By Mr. Smith: 


Q. Mr. Fisher, you have been dealing in patents since 
1926, have you not, sir?) A. Yes, but I am not a patent 
expert. 

Q. Of course you are not a patent expert, but you have 
just conferred with your patent counsel here in open Court, 
have you not? (426) A. Yes. 

Q. All right. Now, I ask you again, sir, yes, or no is 
this Defendant's Exhibit 12 a patent application filed by 
you through Mr. Donnelly for Exhibits 20 and 21? Yes, or 
no? 

Mr. Donnelly: Your Honor, may I interpose an objec- 
tion? 

The Court: No, no; he may answer that question. 

The Witness: I would say, yes, the way I understand 
your question. 


By Mr. Smith: 


Q. This is a problem of semantics now. Will you tell me 
Mr. Fisher so I will know how to proceed, now you under- 
stand my question? A. I understood you to say, does this 
have any relation. 

The Court: No, he didn’t say it. I said that; he didn’t 
say it. 
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The Witness: T was confused, Exeuse me, Now, may I 
have your question just as short and concise as possible? 


3yv Mr. Smith: 


Q. Yes, TI certainly will make it short. T will ask you 
whether or not Defendant's Exhibit 12 is an application 
prepared and filed by your patent counsel, Mr. Donnelly, 
with respect to Defendant's Exhibits 20 and 21, (427) A. 
Yes. 

Q. All right. Now, when was this filed?) A. On 11-4- 
1950. 

Q. Well now, this particular one, then, was filed several 
months after you had become secretary-treasurer, general 
manager, principal stockholder in charge of all detail of 
both North Branch Products, Inc. and Revere Fisher En- 
gineering, had it not? A. If vou would—my answer would 
have to be that that was not true. 

Q. Are you telling me now, sir, that on November 4, 
1949— 

The Court: Is it “49 or 50?) T thought he said °50. 

The Witness: That was when it was ordered. 


By Mr. Smith: 


Q. Just a minute sir. —that on November 4. of 1950, 
when this was filed, you were not sceretary-treasurer, gen- 
eral manager in charge of engineering, design and every 
other form of corporate activity of North Branch Products, 
Inc.? A. Yes, Tf Taimay just say there that the last time 
you had Revere Fisher Engineering Company, and I don’t 
think it was organized then. 

(428) Q. All right, at least the Plaintiff in this case, 
North Branch Products was, was it not? A. That is right. 

Q. You were indicating over here on Mr. Donnelly’s 
office file, Exhibit 12, another date, 11-7-49. That would be 
November 7, 1949, is that correct? A. The date? 

Q. Yes, A. Yes, that is. 

Q). What significance does that date have to vou? A, 
That is the date, apparently, that I went into the office and 
ordered the case. 
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Q. All rieht. Now, Mr. Fisher, even November 7 of 
1949, you had become sceretary-treasurer, general man- 
ager in charge of all phases of corporate activity of North 
Branch Products, had you not? A, T think so, yes. 

Q. Is there any doubt in your mind? You said, I think 
so. A. Well, the general manager part, I not sure 
that I was supposed to be general manager. I don’t know 
whether T was officially appointed gener ral manager. 

Q. Well now— A. But I was a stockholder, and, of 
course, the seerctary and treasurer. The records show that. 

(429) Q. Let's clear up this matter of the general man- 
agership now once and for all, sir. You say that in Novem- 
ber you weren't sure whether you were general manager or 
not, of “49? A. No, sir, because I didn’t receive any salary 
for that year or was not on the pay roll let’s put it that 
way: and it was January I went on the pay roll of 1950. 
Mi hen I was officially appointed general manager, as such, 

I don’t know. But that is when my pay started, was in 

January. 
Q. Mr. Fisher, Mr. Fisher, this case was first filed in 
the year 1958, was it not?) Let's not quarrel about these 
things. I will hand you an appendix here. In the very be- 
ginning, sir, it indicates the complaint and all of the plead- 
ings. Take your time now and refresh your recollection, 
and then tell me whether or not this case was filed early in 
1958? 

Mr. agence Mr. Smith, is that an exhibit? 

Mr. Smith: No, I am just trying to help the witness. It 
is an appendix, » sir. 

The Court: I don't quite understand why we are spend- 
ing so much time on this. The ofticial files of this Court 
show when this case was filed, 

Mr. Sinith: I want to pin down this general manager- 
ship by reference to his statement in the pleadings here, 
(430) your Honor. 

The Court: Very well. 

Mr. Donnelly: Your Honor, I think the pleadings, them- 
selves, will show whatever he expects to show. 

Mr. Smith: I will try to hurry it up. 
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By Mr. Smith: 


Q. Now, Mr. Fisher, you filed a counterclaim in this 
action for royalties and infringement have you not, sir? 
A. Yes. sir. 

Q. And the record ean shew here now that T am show- 
ing vou the appendix in this cause in the higher Court, and 
indicating at page 13, paragraph 4, in your counterclaim 
for royalties: and [ will ask you if you don’t say here that: 
“The defendant served in a capacity of general inanager 
for the Plaintiff from April 1, 1949 to February 17, 1957, 
on which date he was discharged by Plaintiff." A. That is 
what it says. 

Q. All right. Well now, vou, of course, talked to Mr. 
Donnelly before he drew that pleading, didn't you, sir? 
A, No, 1 did not, because T had to conduct it by correspon- 
dence, because Lo was still a couple thousand miles from 
Detroit. 

Q. Mr. Fisher, once and for all, now, wasn't your recol- 
lection of the facts surrounding this case better when (431) 
you were corresponding with Mr. Donnelly back in/ 1958 
than it is now?) A. E wouldn't know, but I think it would 
be about the same thing. [ think the minutes would speak 
for the problem that vou pose, 

Q. Please, sir, will you give me a definite answer? Were 
you or were you not general manager between April 1, 1949 
and February 17, of 1957?) A, Well, Mr. Sinith, for all 
practical purposes, let's say, yes, but what [do not know— 

Q. For all practical purposes, at least we can agree on 
that? A. L think so, but the actual date that I was made, I 
do not know, 

Q. Now, referring to Defendant's Exhibit 12, somewhere 
in here there is a photostat, is there not, of the device 
that is covered by this application? A. A photostat? 

Q. What do you call this, Mr. Fisher? Help me, please. 
A. A print. 

Q. Callita print, then, A. Yes, sir. 

Q. That is part of this file that you have gotten here 
after conference with your counsel, is it not? A. Yes. 
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(482) Q. And is it not true, sir, that the coil shown 
here in Exhibit 12 has no resemblance whatsoever to the 
Exhibit 20, which is a closely wound wire? A. Yes, it does 
have a decided resemblance. The functional manufacture 
is the same, So there is a decided resemblance. 

Q. What you are telling me and the Court at this time, 
then, is whether a flat device such as shown in Fig. 1 of this 
application or vou have a closely wound wire such as in 
20, it is the same thing? A. Your mechanical action is ex- 
actly the same. 

Q. TI am not asking you about the mechanical action, 
sir. Are these things the same, actually, physically? A. 
Tn appearance? 

Q. Yes. A. In appearances, not. 

Q. Allright. Now, after that explanation, sir, what hap- 
pened here to Defendant’s Exhibit 12 that we have been 
conversing about?) A, That, T cannot tell you, because T 
didn’t put it through the Patent Office. Mr. Donnelly, did 
that; and just why and where, what happened, I couldn’t 
testify. 

Q. Will you refer to the file. or, if necessary, confer 
with Mr. Donnelly and give me the date when this applica- 
tion (433) was abandoned or something happened to it, 
please? 

Mr. Donnelly: T think the file shows— 

Mr. Smith: Will vou help him, please? 

Mr. Donnelly: —the last office action. 

The Witness: Would that be on top? 

Mr. Donnelly: That is it. 

The Witness: Now, the final action on this was mailed 
on September the third, 1953. 


3y Mr. Smith: 


Q. All right. Now then, Mr. Fisher, it was abandoned 
at that time, as T understand it, if you use patent terms? 
A. Yes, Six months after the date I read. 

Q. All right. You know quite a lot about patents, ac- 
tually, don’t you, sir? 

A. Ina layman’s way. 
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Q. All right. Well, help me, then, because T know noth- 
ing. Now, Mr. Fisher, it was abandoned, was it not, be- 
cause the United States Patent Office found that there was 
no invention involved in this application? A. Well now, 
you are getting over my head, as to just what did happen 
there, because the next application— 

Q. No, let's stay on this one, please, Let's stay on this 
one, Then we will go to the next one, if you wish, With 
respect to this one, why was it abandoned? (454) Was it 
not, sir, because there was no invention involved in that 
device. AL This final rejection would tell that. but honest- 
ly, Lam not familiar with it and | haven't read it for years. 

Q. Allright. Didn't Mr. Donnelly write you a letter and 
tell you what happened? A. He advised me on it, and in 
view of the fact that we had another application— 

Q. Headvised von— A, To let it go. 

Q. Mr. Donnelly advised you, didn’t he, why this was 
abandoned? A, Substantially. 

Q. All right. Now, what did Mr. Donnelly, your patent 
attorney advise you was the reason for this being aban- 
doned? A, T think the way the letters usually say, that 
they have received a notice of final rejection, and unless 
T could think of some reason why that was not adequate 
or wanted to proceed to have it to the Appeals—T had to 
notify Mr. Donnelly, and he would then notify the Appeals, 
and we would have to come down to Washington to confer 
with the Examiner: which we had to do on the next case. 

Q. All right. Now then, Mr. Fisher, 1 guess Tused the 
wrong term, to be fair about it. To used the term, “aban- 
doned.” which would be an action on your part: but as 
(435) T understand the exhibit, it was finally rejected— 
that is the term—by the United States Patent Office; am I 
correct now? A. That is quite usual, Nearly all applica- 
tions have a rejection, especially the first time. 

Q. Tam talking now about this one. Was this finally re- 
jected, specifieally, Defendant's Exhibit 12?) A. That is too 
technical for me to follow vou and give vou a right answer 
about it. 

Q. Will you read the last official paper in the case? A. 
In its entirety or just the body? Can we skip the (indieat- 
ing). 
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Q. I think we ean. A. Start right there (indicating) ? 

Q. Refresh your recollection, and tell me if that isn’t 
a final rejection? A, I would say yes, but you haven’t ex- 
hausted all of your appeal. 

Q. It is a final rejection then, yes, or 10? A. Yes, it is 
a rejection and it seems to be final. 

Q. You have answered my question, A. All right. 

Q. So that if Defendant’s Exhibit 12, on the basis of 
your testimony, relates to Defendant’s Exhibits 20 and 
21, then it was finally rejected? 

(486) A. That was rejected. 

Q. All right. So now, Mr. Fisher, referring to Defond- 
ant’s Exhibit 10, this is the application which you filed 
before April 1, of 1949, is it not? Take your time, A. Yes, 
this was filed on 12-22-48. 

Q. Yes, And this application filed before April 1 of 
1949 was likewise rejected, was it not, sir? A. Yes, sir. 

Q. It was finally rejected by the United States Patent 
Office? A, Such it sceins to be, from the notice there, 

Q. Mr. Fisher, not seems to be. Was it or was it not 
finally rejected? A. Yes, that is right. That is right. 
That is what it says there. 

Q. Now, Mr. Fisher, is it fair to say that both the ap- 
plication, Defendant's Exhibit 10, filed before April 1, of 
1949, and Defendant’s Exhibit 12, the application filed fol- 
lowing, the first application filed following April 1, 1949, 
disclosed no invention, in patent terins? 

Mr. Donnelly: Your Honor, I have to object to that. 
This is not an expert witness. 

Mr. Smith: I am advised I should strike that question. 
(437) It apparently is not fair; and I do ask that it be 
stricken. I will rephrase the question, 


By Mr. Sinith: 


Q. Iam rephrasing my question now, Mr. Fisher, Is it 
not true that both Defendant’s Exhibit 10, your patent 
application filed before April 1, of 1949, and Defendant’s 
Exhibit 12, your first application filed after April 1 of 1949, 
were both rejected by the United States Patent Office? A. 
That is right. 
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Q. All right. One more question. Ts it not true, Witness, 
that each of these exhibits, Defendant's Exhibit 10 and De- 
fondant’s Exhibit 12, were rejected on prior patents. A. 
That is the record that it shows. 

Q. Allright. Your answer, then, is, ves: 1s that correct?/ 
A. I think so, ves. 

Q. All right, Did you say, I think, or did you say, Yes? 
A. T started to say, T think so; and I didn’t mean to do 
so; so I will say, ves. 

Mr. Smith: Will you mark this for me, please. 


(458) Mr. Sinith: Ts it all right? 

Mr. Donnelly: All right for what? 

Mr. Smith: I want to show prior art. 

Mr. Donnelly: What for? It is conceded. Patentability 
is not a question. 

Mr. Smith: This is cross examination, 


3yv Mr. Smith: 
Q. Witness, T will show you Plaintiff's Exhibit 45, 


United States Patent 1,746,981, C. O. Anderson, date, Feb- 
ruary 11, 1930; filed November 23, 1927, and ask you 
whether or not the closely wound wire, Defendant's Ex- 
hibit 20, is not disclosed by Fig 4 of the stated Patent? 


Fie. 5 
ig. 5. 
* * *. * * 


(488) The Witness: I would have to take and study this 
before IT would be able to answer your question, because 
just (489) because it looks like a spring or coil doesn’t 
necessarily mean that all the clements and functions are 
there. 

Q. Well, how long would it take you to study this pat- 
cnt and give me an answer on that? A. Well, could we 


proceed— 

Q. I will proceed and come back to that. A. At recess, 
eould I have about like ten or fifteen minutes? 

Q. Sure; you can have as long as you want. We will 
pass this for the time being. Is that what you would like 
todo? A. That is what I would like to do. 

Q. All right. 


* . * ° ° 
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(441) Q. Now, during all this span of time here, be- 
tween °49 and “53, you have already told me that you were 
general manager? A. Yes, sir. 

Q. Sccretary-treasurer of the corporation, North Branch 
Products? A. That is right. 

Q. As well as Revere Fisher? A. That is right. 

Q. And you were in charge, among other things, of ex- 
perimentation and design, were you not, sir? A, T was 
in charge of the experimentation and design of the tools. 

Q. Who designed the bushings, then? A. Well, in my 
mind. there is a distinet difference between design and 
invention. Design means to bring them to a useful form 
or a changing from one form to another, one type to 
another. 

Q. So, again, it is a problem, of semantics, that is, 
(442) words, a problem of words, Will you give me your 
definition of invention? 


* * * * * 


(442) A. Well, [ don‘t believe that I can answer that 
question and phrase it in words that would be adequate. It 
would be like the scientist who discovered the atom and 
then the man that designed the bomb are probably two dif- 
ferent people, or at least it is two steps. 


* * . * * 


(442) Q. Then to you invetion means idea, is that cor- 
rect? A. The conception of the idea of what or how you 
are going to accomplish a certain device. 

Q. And nothing more? A. As far as invention is con- 
cerned ? 

Q. Yes. A. That is right. 

Q. So invention to you, now when we are talking back 
and forth (443) here—invention to you, Mr. Fisher, is a 
purely subjective thing, an idea thing? A. That is right. 

Q. Now, Mr. Fisher, referring again to Plaintiff's Fx- 
hibit 27. the catalog of 1954, will you identify, please, in 
this catalog the 1949 Revere diecast body drill bushing? 
A. Do you want it marked? 

Q. Yes. if you will, please. A. I have marked it with 
the figure ‘‘1’’. 
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Q. Thank you, sir. And with respect to 1950, the coil 
type liner bushing, will you mark that with a figure ‘*2°"? 
A. [ have so marked it. 
*- * * * * 

(448) Q. And with respect to 1951, the replacement coil 
insert in a hard steel body, will you mark that ‘3°? please? 
A. [have so marked it. 

Q. And, Mr. Fisher, with respect to 1952, Pop fit coil 
insert directly into jig plate, will vou identify that as “‘4"°. 
A. T have so marked it. 

Q. And 1953, NYLA chrome: the Revere bushing carry- 
ing nylon, if you will mark that 57. (444) iA. T do not 
believe that that is shown here. Well, ves. over here it is 
on the back page: and that is marked ‘#5,’ 

Q. All right. You have marked it 5°'?) A. Yes, sir. 

Q. Thank you. sir, Witness, referring to the item which 
you have marked 1?" in Plaintiff's Exhibit 27, will vou 


describe, please, the internal construction of 1949 Revere 
the diecast body drill bushing’’? A. IT do not sec it in 


the catalog proper where it is listed. 

Q. You are familiar with it. Just deserihe it briefly, 
the internal construction. A. Well, the internal construe- 
tion has the insert and it is retained on both ends, the body 
being dicecast. 

Q. So that as T understand it—and T am not an engi- 
neer, so help me, will yon—in the 1949 diecast, this internal 
thing was imbeded right in the body, is that correct, cast 
right in the hody? A. No. 

Q. Well tell me again, so T ean understand it. A. The 
construction of that bushing is identically the same as the 
construction that is shown in—T will just mark it ‘47? 
here—the construction of the body is exactly (445) the 
same, However, the longitudinal retaining members are of 
a different design. 

Q. What type of an insert was used in your Figure 1, 
1949? A. Tdentically the same insert that was used in 
any of the rest. 

Q. Was it a wire? A. This one here was more of a— 
well, it was of flat stock. 
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Q. Mr. Fisher, was it the type of liner shown in the 
abandoned application, Defendant’s Exhibit 12? A. It is 
very similar. 

Q. Then you will agree, T assuinc, Mr. Fisher, that all 
of the later development which resulted in patents began 
after 1949? A. No. 

Q. Well then, to pursue this matter, Mr. Fisher, you 
have answered, no, to my first question, What does °50, 
51, and °52, and so forth, mean here in your recapitulation 
on the cover of your catalog? A, What do they mean? 

Q. Yes. A. As related to the difference between in- 
vention and design, there is a difference in the design and 
over and above this one here; but in essence of function, 
there is (446) no difference. 

Q. Yes. And when you use the term, “invention,’’ now, 
you are still using your definition, is that correct?) A. That 
is the only definition that T know. 


* * . * * 


(473) Q. Now, Mr. Fisher, to depart for the moment, 
you have introduced in evidence here many many cheeks 
which you say have put in the coffers, the hank account of 
either North Branch Products or Revere Fisher, have you 
not? A. Yes. 

Q. And you have introduced here no records whatso- 
ever of the company to substantiate this fact, have you sir? 
A. To substantiate what fact? 

Q. The fact that this money actually remained in the 
(474) bank accounts and was used for corporate purposes ? 
A. T do not have the company records: therefore, T can- 
not testify to anything beyond the fact that the company 
received it. 

* * * * ° 

(474) Q. My question was basically this: You have 
introduced the cheeks, but you haven’t introduced anything 
to show that the money represented by these checks ac- 
tually remained with the company and was used for cor- 
porate purposes? A. My only purpose in introducing 
those checks into this action was to show that there should 
have been enough money to take care of the checks issued 
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to Mr. Donnelly and maybe a couple of other claims that 
you may have; that T should have had a working balance. 
I have not done anything here—the ones that you had, I 
think, were from North Branch. 

Q. All right. Now, Mr. Fisher, you testified here (475) 
at great length yesterday about what you insisted was a 
Fisher account in those corporate records, a so-called 
credit-debit account; did vou not?) A. That is right. 

Q. And did you not know, sir, that you could have had 
those records to introduce in evidence here if you chose to 
have them here? A. I was informed that we should not 
enter into anything of an accounting nature, and I didn’t 
so bring the checks for that purpose. 

Q. You didn’t bring them for an accounting? A. No, 
sir. 

Q. And you didn't bring all the checks either, did you, 
sir? A. All of my checks? 

Q. Yes. A. No, T didn’t bring all of them. There are 
still more. 

* * * * * 

(477) The Court: I don’t see how he can answer the 
question, in any event. 

Mr. Smith: Very well, T will withdraw the exhibit. 

The Court: Let me get something straineht. Do you 
represent to the Court, Mr. Smith, that the corporation has 
the records of the corporation? 

Mr. Smith: T represent to the Court, your Honor, that 
there were such records as were kept: and T further re- 
present to the Court that when T have my deposition, I 
advised Mr, Mentag that he could have any access to those 
records that he saw fit. T believe Mr. Mentag will stipulate 
that he did come down and examine the records. Now, I 
offered this because it goes to these two factors of the 
credibility of the testimony of the witness and the evidence 
introduced by him. 

The Court: There is nothing before me that challenges 
his testimony that there was not a personal account of his 
with the company, that he has testified there was, and 
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there is nothing to the contrary as far as T am concerned 
at this time. 
” ” * * * 

(484) A. T clann that T resigned ax manager and diree- 
tor on December the 4th, 1954. Tso had that status until 
May of 1956. Now, during that time, I testified, T believe, 
that I was— 

Q. All right, Mr. Fisher, can we shorten this? 


* * * * * 


The Witness: T testified that T worked on the sales and 
engincering, spent most of my times on the sales, as per 
the contract, Exhibit 5, and devoted more time to sales and 
the engineering, and only suggested or advised on mana- 
gerial matters. Dr. Swanson assumed the entire financial 
burden (485) and that sort of thing. Because there was 
nobody appointed in my place. 

Q. All right. Now, let’s assume that that is what hap- 
pened. But assuming that you weren’t manager in title, 
you, nevertheless, sat at the same desk and did everything 
you had before, did vou not, sir? A. Well, T made no de- 
cisions ax a manager and all that sort of thing. 

Q. Well, for example, wouldn't you write letters order- 
ing catalogs, and that sort of thing? A. Yes, that has 
directly to do with sales work, 

Q. Wouldn't you write letters collecting accounts just 
like you always did?) A. Well, might have even done that. 

Q. You would order office supplies, just like you always 
did? You would order machinery? * * * (485), A. T prob- 
ably helped out on looking over the machinery or pricing 
it. and so forth. | helped but I was not the director. 

Q. Are you telling us now—excuse me, T want to shorten 
this up. Are you telling me now, while you were there 
physically, Dr. Swanson was really the manager? Ts that 
what (486) you are saying?) A. Dr. Swanson was the 
president and T talked with him many times and I told 
him that he was taking over: and there was never anybody 
elected as secretary and treasurer or appointed manager, 
as the minutes will show, until it come back to me in May of 


1956. 
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Q. Well, but whether you assumed the role or not, you 
went on filing the tax returns, did you not?) A. I filed 
them. Somebody had to help. And so, I signed them as 
acting secetary. I wanted to keep things gcing, but I didn’t 
want to accept the responsibility under the conditions that 


existed. 
* *. * * *. 


Re-direct Examination 
By Mr. Mentag: 


(491) Q. Was anything ever said to Universal Engi- 
neering Company as to your new bushing? A, Yes. 

Q. What was said and when was it? A. Well, at the 
board meeting of February—I can’t tell you the date, but 
it would be about the middle of February—I asked them if 
they were interested in the bushing of the long wear life; 
and they told me that because of their commitments and 
such a heavy load, that they would not he interested. 

Q. What invention contract, if any, did you have with 
the Universal Engineering Company when you were a di- 

rector thereof?) A, I had none. 

Q. What amount of capital did vou have to start the 
Universal Engineering Company? A. Sixty-five thousand 
dollars. 

Q. What was the capital of the Universal Engineering 
Company when you sold your stock?) A, Two and a half 
million. 

Q. How much stock did you have in the Universal En- 
gineering? A. Twenty-seven per cent. 

Q. How long after the Universal Engineering Company 
started was it before the company made any money? 

A, About ten years, 

(492) Q. Did vou and the stockholders or directors of 
the Universal Engineering Company loan money to the 
Universal Engineering Company in the early years of its 
existence? A. Yes, sir. 


° ° 
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(492) Q. Mr. Fisher, I hand you Plaintiff’s Exhibit 44, 
which is a check, and I ask you to explain this check to the 
Court. 

The Court: Is that in evidence? 

Mr. Mentag: Yes, your Honor, I think— 

Mr. Smith: Yes, it is in evidence. 

Mr. Donnelly: What number is it? 

Mr. Mentag: Plaintiff’s Exhibit No. 44, your Honor. 

The Witness: The check is from Dr. Swanson of Vas- 
sar, Michigan, of 11-10-50. The company needed some 
money, and the Doctor was (493) advancing it. However, 
his funds were low in the bank; and so, as an accommoda- 
tion, I deposited this check in Shelby, Montana, and re- 
placed the amount to the compnay with a check of a similar 
amount. 


By Mr. Mentag: 


Q. Mr. Fisher, why did you deposit that check out in 
Montana, in a bank way out there? A. Well, in 1946, I had 


started an account at Shelby for the purchase of Canadian 
funds, because it was a little bit better exchange rate near 
the border, and we went through there on our way to the 
ranch. 

Mr. Fisher, why did you send Plaintiff's Exhibit 44, 
the check, to Montana? A. To extend the time, so by the 
time that it got back, that there would be sufficient funds 
in the Doctor’s account to cover it. It took usually about 
ten days. 

Q. Mr. Fisher, T hand you Defendant’s Exhibits 20 and 
21. I think vou testified that you had made approximately 
four hundred of these. When these were made, did you 
have tools at that time in order to make these exhibits? 
A. This bushing, Exhibit No. 21, that was made by hand 
or with tool room methods by the Lake Odessa Tool Com- 
pany. We made similar bushings to this, probably in 1950, 
and (494) maybe a little later. But T think it was 1950 
that we made this type, and we probably made, shall T 
say, four or five hundred, mostly as trial orders and 
samples, and that sort of thing. 
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Q. Well, Mr. Fisher, during this period, I think you said 
sometime in 1950, was there some experimentation carried 
out on the bushing Defendant's Exhibit 20. or was the ex- 
perimentation on tools to make that particular bushing? 
A. As this type of bushing had not been «nade before, it 
required altogether different tools than anything then in 
existence, and it was necessary to design and build and 
experiment with tools for winding and coiling and cutting 
off, and the dies for drawing or to maintain the size, and 
then grinding or finishing the insert afterwards, and also 
heat treating. ‘ 

Q. What experimentation was carried out on the bush- 
ing?) A, As to form. there was naturally a structural 
form and shape. There was a considerable amount of dif- 
ferent types of materials, heat treating hardness, and de- 
signs of caps to hold them together, or compress them were 
tried out. 

Q. I think you mentioned the term, heat treating. Were 
you experimenting with heat treating? A. Aetaully. the 
heat treating is one of the very innermost parts of the 
success of a device of this kind for (495) drill bushing use. 
The decarb gives a lot of trouble and must be removed be- 
fore it can be heat treated, and then in heat treating it, 
it inust be kept away from any oxygen, so it doesn't oxi- 
dize, hecause your following operations of nitriting must 
have a very clean surface or otherwise vour nitriting will 
he a failure and your coil will disintezrate. 

Q. At this point, Mr. Fisher, what other bushing com- 
panies making coiled type bushings could you go to to may- 
he get some help on these heat treating problems, and the 
like, for producing bushings? A. There was no one. 
Even the manufacturers of heat treating furnaces and 
coiling machines, and so forth, and grinding machines did 
not have anything for the product of this kind where the 
tolerances had to be less than a half a thousandth, and 
clean from no decarb on the element of the core. 

Q. Mr. Fisher, your patents cover a success of bush- 
ings. As these suecess of bushings were developed by 
you and you began the manufacture thereof, did you have 
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to experiment in the same manner as you did on Defend- 
ant’s Exhibit 20? A. I believe that [ was somewhat con- 
fused and made a slightly wrong statement. I think on 
this 20 we did not make those in 1950, It was in 1949 that 
any of those were (496) made and I doubt if we made 
five hundred; probably fifty of a hundred would be more 
right. I actually had taken up the second step, I believe, 
that you are on now. 

Q. You heard Mr. Kane testify that certain men were 
doing experimental work. Was that experimental work 
in carrying out experiments on making tools or in mak- 
ing bushings? A. The majority of the experimental work 
consisted of the manufacture of new, a distinct type of 
tool with which to manufacture this bushing. Now, with 
tool room methods or small lot methods, we made a num- 
ber of sets of samples for the trade to try out and use 
‘and demonstrate. I wouldn't know, but I would say prob- 
ably during °50 we made several hundred or so of those. 
It would be more like my original statement. 

Q. My previous question was: On the success of bush- 
ings that you made, which were shown by your later pat- 
ents, I don’t believe you fully answered that. IT will repeat 
it. As these success of bushings were developed by you, 
and you began the manufacture of the same, did you have 
to experiment in making these success of bushings in the 
same manner as you— A. Oh, sure, sure. 

(497) Q. —as you experimented with these bushings? 
A. Surely, because you had to keep improving your tools 
as you found weaknesses, and that sort of thing, as you 
went along, and also to increase the number of pieces that 
could be produced per hour, and thereby cut the cost. 

Q. Well, now, T ask you a question about the experi- 
mental work that Mr. Kane testified to. Could that ex- 
perimental work have been such experimental work on 
these success of bushings? A. There would be work con- 
tinuously. I don’t know the dates right now, but we had 
the exhibit to show. But while I had any contact with the 
company, we were always making new tools or improve- 
ments, if we could. 
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Q. Were these experiments on these success of bush- 
ings I am talking about experiments on the bushing or 
the manufacturing?) A. It was mostly on the methods of 
manufacture, the methods and materials, and that sort 
of thing; and the form, by 1952, or even before that—in 
1950, the beginning of 1950, the form was very well set. 


* * * * * 


(498) Q. Mr. Fisher, T have two checks I would like 
you to identify and these checks are marked Defendant's 
Exhibit 32-A, dated December 6, 1950, in the amount of 
$150, and Defendant's Mxhibit 32-B, dated November 20, 
1950, for the amount of $100. I hand you these exhibits 
and ask you if you can tell the Court if you can identify 
them? 

* * * * * 

(499) The Witness: Yes. These are checks that I made 
out—I made out one and my wife signed the other one— 
and they are to Dr, KE. C. Swanson, $150, and the other one 
is KE. C. Swanson, $100, dated November 20, 1950. 


° * * * * 


(499) Q. Will you tell the Court what they were made 
out for? A. The one of 12-6-50 was $150, and November 
the 20th, “50, was $100. 

The Court: What were they given for? 

The Witness: These were given, like in exchange. We 
were really exchanging some checks. 

The Court: Why were you exchanging checks? I don’t 
understand these various transactions that you have been 
testifving to. 

The Witness: T would say this: In order mayhe to gain 
anywheres from four to five days’ credit, until you get 
some money down, or maybe a week, we at times exchanged 
checks, 

The Court: You mean you were overdrawing your 
(500) accounts? 

The Witness: In essence, that is what it would really 
be. In other words— 

The Court: You overdrew the account on a bank out 
of the state which would take a long time to clear, is that 
the idea? 
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The Witness: That is what we did on the other two 
checks that were in evidence here. These were in the State 
of Michigan. 


* * * * aa 


(500) Q. Mr. Fisher, I hand you a series of your per- 
sonal checks and ask you if you can identify these, and 
these checks are as follows: They are marked: Defend- 
ant’s Exhibit 26-A-1, dated January 11, 1952, made out 
in the sum of $850. Be careful when you read it. You have 
to read the written part; the other numbered part is ob- 
seure. Defendant’s Exhibit 26-F-1, dated April 26, 1951, 
in the amount of $75 (501). By the way, these are all made 
out, payable to the order of Revere Fisher Engineering 
Company, but they are dated prior to the sales contract 
which has been discussed here these many days. The next 
check is Defendant’s Exhibit 26-G-1, dated March 3, 1951, 
sum of $75. The next check is Defendant’s Exhibit 26-B-1, 
dated December 1, 1954, made out in the sum of $200. The 
next check is Defendant’s Exhibit 26-C-1, dated March 
14, in the sum of $500. The next check is Defendant’s 
Exhibit 26-D-1, dated November 26, 1951, in the sum of 
$100. The next check is Defendant’s Exhibit 26-E-1, dated 
March 14, 1952, and made out in the sum of $200. I hand 
you these checks, Mr, Fisher, and ask you if you can iden- 
tify them and tell the Court what they were made out for? 

* * * * * 

(502) A. The Witness: These checks are all signed by 
myself, with the exception of two, which are signed by my 
wife: and they run to the Revere Fisher Engineering Com- 
pany, and—do I have to read the amounts again? 


* * * * ° 


(502) Q. No. Just tell the Court what they were paid, 
generally, the whole group, into the Revere Fisher Engin- 
eering Company for. A. Well, these were paid into the 
Revere Fisher Engineering Company for the purpose of 
providing operating capital for the North Branch Prod- 
ucts Company. 

(503) Q. Thank you. 
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(503) Q. Mr. Fisher, T hand you a third group of checks, 
which are your personal checks, and T want you to iden- 
tify then, The first check is marked Defendant’s Exhibit 


9” 
vw 
* * * * * 


(503) Mr. Mentag: T shall repeat. The first check is 
No, 33-A. It is dated August 3, 1956, and it is made out 
in the amount of $12.50. The next check is marked De- 
fendant’s Exhibit 35-B, dated January 25, 1954, and made 
out in the amount of $38.00. The next check is marked 
Defendant's Exhibit 55-C, dated January 4, 1954. made 
out in the sum of S79.84. The next check is dated August 
5, 1950, and made out in the sum of $50.00, 

By Mr. Mentag: Q. Mr. Fisher, I hand you these ex- 
hibits. 

(504) Mr. Mentag: Mr. Smith, have you seen. this 
group? 

Mr. Smith: They are offered for the same purpose? 

Mr. Mentag: Offered for the same purpose, Wait a 
minute. Excuse me, This same purpose, plus these do add 
to the other purpose of putting in the big pile of checks 
Which were made out directly to North Branch Products 
Company. This group and the succeeding group were paid 
ont for expenses for North Branch Products Company. 
They were separated out from the checks that were made 
out directly to the company, because T am sure if I brought 
these in the other day, you would have objected. We 
didn't feel it was necessary. They add to the money that 
Mr. Fisher has paid in. He ean explain it. 

Mr. Sinith: Your Honor, of course, I have got no basic 
objection to introducing all the checks that he brought with 
him here, but T, frankly, have never been able to under- 
stand the theory of the Defendant in offering the mass of 
cheeks. As T understand it, we are not concerned with 
accounting here. That was climinated at the pre-trial, 
Mr. Mentag. 

Mr. Mentag: That is right. 

Mr. Smith: We are concerning ourselves simply with 
the issue of title to patents. : 

(505) The Court: As T understand it, Plaintiff has 
offered evidence to show that. certain dishbursments in 
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paying for the patents were made from company funds. 
Mr. Smith: That is correct. 

The Court: It would be one element for the Court in 
determining ownership to the patents. My understanding 
is that the Defendant, among other purposes, is offering 
these checks and other checks that were offered to show 
that the Defendant paid into the company substantially 
more than any amount that may have been paid out by the 
company for these patent applications. If I am wrong, 
correct me. Therefore, the credit balance would be in 
favor of the Defendant and that, in fact, any payments 
made out of company funds for the patent applications 
by way of checks to Mr. Donnelly or the Commissioner of 
Patents, or whatever they may be, were more than offset 
by the payments made into the company by the Defendant. 
Ts that vour position? 

Mr. Mentag: Yes, your Honor, that is very well stated. 


* * * * ° 


(506) The Court: Tam not passing on the matter now, 
but as I understand it, you cannot show any specific re- 
imbursements to the company by the Defendant for speci- 
fie amounts drawn out of the company treasury in pay- 
ment of Mr. Donnelly and for other expenses incident to 
the patent applications, is that right? 

Mr. Mentag: We cannot show that because we do not 
have the records. 

The Court: No, but I mean— 

Mr. Mentag: No, we cannot. 

The Court: You have all your checks, and you don’t 
have any check which can be specifically labeled and iden- 
tified as a reimbursement to the company for an expendi- 
ture of company funds in connection with these patent 
applications, is that correct? 

Mr. Mentag: That is right. 

The Court: But you do contend that by virtue of the 
over-all picture, namely, the amount of moneys paid into 
the company by the Defendant, they more than compensate 
for any withdrawals from the company for payment of 
these patent applications. Is that your position? 

(507) Mr. Mentag: That is right. 
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he Court: Aim T correctly stating that, Mr. Donnelly? 

Mr. Donnelly: Yes, your Honor, but there is an addi- 
tional reason. We are showing these cheeks paid into the 
company to show that the party Fisher paid in the money 
into the company over these years and he couldn't be re- 
miss in his duties and did not attempt to wreck the com- 
pany. 

The Court: T understand that. But TP am concerned— 
if I am called upon to decide whether or not any of these 
patent applications were paid for by company funds, | 
confess to you that [am very much in trouble as to what 
are the facts. 

Mr. Donnelly: Our contention is, your Honor, that 
there wus more money paid in than was paid out for those 
patents, 

The Court: That may well be. 

Mr. Mentag: here is that mysterious word, the W. R. 
Fisher account, which keeps popping up. If that were 
nround, it would show it. | went through the books. There 
was no W. R. Fisher account. Yet 1 can see it in the 
financial report. Without that, there is nothing which 
positively says that any money which came back in went 
to the W. R. Fisher account. There is nothing to show 
that. 

(508) The Court: That is right. And there is nothing 
to show that any of these payments by Mr. Fisher to the 
company were by way of reimbursements for disburse- 
ments made by the company in payment of patent appli- 
cations. Is that right? 

Mr. Mentag: No specific showing, yes, sit. 

* * ” * * 

(510) The Court: The fact that you say that you of- 
fered these records to the Defendant doesn’t seem to me 
to be very important. Getting away from this question of 
whether this agreement of April 5, 1949 is valid or invalid, 
or whether or not it apples to these patents or applies 
only to the three applications that are related in the agrce- 
ment, itself, getting my thinking to the basic¢ proposition 
as to who owns the patents, who is entitled, at least, to the 
benefit of the patents, as I understand the law—and I am 
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hopeful that counsel will be able to help me on it before 
we are through with this case—one of the factors which 
the Court takes into consideration on basic principles is 
the circumstances under which the inventions were made, 
and the patent applications were filed. Among other 
things, if the employer pays for the cost of the patent 
applications and for the attorney's fees in connection with 
the processing of the patent applications, it is an element 
which the Court takes into consideration in determining 
the ownership of the patent or the rights to use the patent, 
put it that way. As I understand it, the Court has certain 
testimony that certain of the expenses of processing these 
patents was paid for with company funds, by checks drawn 
on the company accounts, and signed by Mr. Fisher (511). 
Standing alone, that would indicate that the Court would 
be justified in finding on that question that the company 
paid some of the expenses of processing the patent appli- 
cations. As IT understand it, the Defendant is meeting that 
or attempting to meet it by saying he had an in-and-out 
account of some sort, and that he put back into the ac- 
counts of the company substantially more moneys than 
were paid out for these patent applications and, therefore, 
he in fact was reimbursing the company for the cost of 
these applications. Am I wrong in that, Mr. Donnelly? 

Mr. Donnelly: That is right, your Honor. And our 
theory is, if the Plaintiff wanted to show that we didn’t 
have a balance here all the time, the burden is on them to 
bring in the expenditures or the withdrawals from that 
account. 

The Court: Don’t misunderstand me. T am not ex- 
pressing my opinion on it. IT am merely expressing my 
concern about the factual situation as it now stands on 
the record. T have to make a finding of fact with respect 
to that issue, that is, who did pay for the processing of 
these patent applications which matured into patents 
which are the subject of this suit. That, it seems to me, is 
a material fact in determining the right to ownership of 
the patents. 

(512) Mr. Smith: Your Honor, may I state this: That 
I did not attend the pre-trial conference; but at the pre- 
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trial conference, the Plaintiff conceded to dropping the 
claim for an accounting, or, I believe it was suggested by 
the Court that that would not be proper in this case. 

The Court: Yes, I have it here. I don’t know who sug- 
gested it. 

Mr. Sinith: Then, your Honor, may T just say this: 
That with that in the pre-trial statement, in the prepara- 
tion of this case, IT did not pursue the aspect of accounting 
for any purpose. 

The Court: Do you mean, then, that you do not rely 
upon your testimony to the effect that part of the cost of 
processing these patent applications was paid for by the 
company ? 

Mr. Smith: Well, we rely on it to that extent: but what 
T am saying, your Honor, is that T was not advised that by 
reason of that reliance, based on this pre-trial statement 
—and maybe I misinterpreted it—that we were going to 
then be compelled to go into an accounting for that partie- 
wlar purpose, the actual aspect of the accounting having 
been dropped from the case by stipulation. 

The Court: All T can say is this: To the extent that 
company payments for expenses incident to the patent 
applications ix a part of your case—and by your case, I 

(513) mean the Plaintiff's case—obviously, the burden is 
on the Plaintiff to prove it. 

Mr. Sinith: That is very definitely true. 

The Court: That is the way T have got to leave it. 

Mr. Smith: Very well. 


FISHER, W. REUEN: 


Re-cross Examination 


(516) Q. Now, there is no mention of this decision that 
you referred to in those minutes, is there, sir? A. We 
were discussing the product— 

Q. No, Mr. Fisher, please now. Read the minutes and 
then tell me, is there or is there not a mention of this de- 
cision that you referred to with respect to 21, Exhibit 21. 


eo 0) 


Please, sir. A. ‘*A meeting 
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Q. Don’t read them out loud. Just read them to your- 
self and then tell me. We don’t want them all in the 
record. A. Yes, in Item 5—excuse me, Item 4, it says: 
“The experimental work was discussed.” 

Q. Well now, experimental work—you have just told 
us here, sir, on re-direct—concerned making tools. A. 
Making tools and that sort of thing, and also the progress 
of being able to produce the product for sale. Now then, 
on this meeting here of October the 20th— 

(517) Q. Is that the next one after August?) A. Yes. 
On October the 20th: ‘tA. demonstration of the Pilot was 
made.” 

Q. All right now, what is the pilot? A. That was the 
pilot tooling. 

Q. That referred to tooling and not Exhibit 21, now, 
didn’t it, sir? A. It referred to the production of the bush- 
ing, ves, sir. 

Q. Well, was this the sole thing you had in that plant 
in 1949, your Exhibit 91? A. In what month are you 
thinking? 

Q. My question was this: Was Exhibit 21 the only 
thing that you had in the North Branch plant during the 
vear of 1949? You can answer it, ves, or, no. A. No. 

Q. All right. Well now, you have gotten over to No- 
vember 22, This is when you say it was discussed, is that 
right? A. Yes. ‘The Progress was discussed.” 

Q. Well, that sentence, the progress of what? A. Of 
getting the product ready for manufacture. 

Q. But, Mr. Fisher, what was the product? You have 
just told me that Exhibit 21 was not the only thing vou were 
(518) working on. A. T believe I testified that in the first 
few months of 1949—between April and the next succeed- 
ing months, that we manufactured, say, like a couple hun- 
dred of these, and because of our limited tools, they were 
nearly all of one or two sizes. 

Q. All right. Now, did you manufacture anything or 
work on anything in addition to this? Tn addition, specific. 
ally to Exhibit 91? A, Well, at the later months, October 
and November, then is when we shifted to what you say 
is a flat stock insert. : , 
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Q. All right. Now, you have gotten down here, sir, to 
November 22. A. Yes. 

Q. And that is when the shift occurred? A. Yes, 

Q. In Paragraph 3, it indicates: “The Progress was 
discussed.” That is the only thing in those minutes over 
your signature, is it not true? A. Yes, ‘The Progress 
Was discussed.” 

Q. Now, the progress, sir, the progress you are (519) 
discussing is your advancement beyond Exhibit 21, is it 
not true, sir? A. No, if you will come with me to— 

Q. I am not—let's stay here first. Let's stay with the 
minutes you started to read, sir, Where are you, back on 
November? This is where you dropped off, was it? A. 
That is where we dropped off. 

Q. Now, turn the page, then, if you wish, This is the 
mecting of November 22, over your signature. A. This 
meeting? 

Q. Now you are referring to Page 118? A. 118. 

Q. The meeting of December 20, 1949, are you not? 
A. Yes. 

Q. All right. Now, read it first. You don’t have to 
read it out loud; just read it to yourself. A. I have read it. 

Q. All right. Is it not true, Mr. Fisher, that there is 
nothing in the minutes of December 1949 which refers to 
Exhibit 21? A. That is correct. 

Q. All right. Now, go to the next meeting in 1949, That 
is the last meeting, is it not? A. This is the last meeting, 
but this Page 118 is one (520) that I would like to read to 
vou, if T may. 

Q. All right, sure. A. T will read Ttem 3: ‘The prog- 
ress was discussed.” ‘A demonstration of the new method 
was made,” 

Q. All right. Now that that you just read doesn’t re- 
late to 21, does it sir?) A. Only inasmuch as they are 
related one to the other. 

(). Read that sentence back again, A. ‘*The progress 
was discussed”? ‘‘A demonstration of the new method 
was made.” 
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Q. Well. Well now, 21 was not a new method in Decem- 
ber of 1949, was it? A. Excuse me, if T have been con- 
fusing. I have been trying to be helpful, I thought, in 
demonstrating that in the first six months or eight months 
of the North Branch Products, that we had made few of 
the type that we put on extihit. 

Q. No, no. A. But we had by this time been able to— 
by November or December 20, 1949, we were able to dem- 
onstrate the new method of manufacture of the flat stock 
of the bushing. 

Q. Mr. Fisher, what you are saying then in essence is 
that by November of 1949, the first year, you had aban- 
doned (521) this, isn’t that true, sir? A. As such, it was 
perhaps even abandoned before this, but this is definite 
proof, I believe, that by December the 20th, the flat stock 
Was in use. 

Q. In other words, by December 20, you had already 
determined that this was commercially unfeasible, is that 
correct? A. Yes, that is right. 

The Court: What I am concerned about is, my recol- 
lection is you said the board of directors made the decision. 
1 thought you were going to the minutes to find an action 
by the board of directors to that effect. Is there any such 
action recorded in the minutes? 

The Witness: T must confess that there is not such a 
decision, But the mecting was, shall we say, informal, and 
progress was discussed and demonstration made, and no 
doubt the direetors went through the shop and saw the 
work being done or how it was done or that sort of thing. 


3v Mr. Smith: 


Q. All right, now just a minute, Mr. Fisher, Now, Mr. 
Fisher, as I understand from what you just said, after 
referring to the minutes, that by December of 1949, you 
had a new mncthod consisting of, did you call it, flat stock? 
A. Yes. 

(522) Q. And that is the method which is disclosed in 
your patent application represented here by the office file 
of Mr. Donnelly, Defendant’s Exhibit 12, which was filed 
on November 4, 1950, is it not? A. Yes, sir. 
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Q. And this application was finally rejected by the 


United States Patent Office, was it not? A, Yes, 


* * ” * * 


Re-direet Examination 


(522) Q. Mr. Fisher, I hand you Defendant's Exhibit 
12, and I direct your attention to the final letter from the 
Patent Office, which is Paper No. 7, and I ask you to tell 
the Court the date of this paper. 

The Court: Isn't that in evidence? 

Mr. Mentag: Yes, your Honor, Defendant's Exhibit 12. 

The Court: All right, I can see the date of the paper. 
Tell me what it is. (423) Mr. Mentag: <All right. The 
date of that paper was September 3, 1953. That was the 
date of the final rejection. 

The Court: He had six months after that to file an 
amendment or file an appeal. 

Mr. Mentag: Six months to file an appeal before it is 
abandoned, but at a prior time, the Defendant's Patent 
2.744.424 had already been filed. It was co-pending with 
that, so there was no break. That was filed November 10, 
1952. That is all | wanted to bring out. 

The Court: Very well. 

By Mr. Mentag: 

Q. Mr. Fisher, will you complete the answer to my 
question, please? A. What was the question? I have for- 
gotten, 

(). Will you, for the purpose of the record, state the 
date of the Paper No. 7 in the Defendant's Exhibit which 
I have just handed you, and which is Defendant's Exhibit 
No. 12. A. That is September 3, 1953. 

Mr. Mentag: That is all. 
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FINDINGS OF FACT AND CONCLUSIONS OF LAW 
(Filed June 26, 1961) 


This cause having come on for trial by the Court without 
a jury, and having been fully heard, and been argued by 
counsel for the parties, the Court, this 26th day of June, 
1961, makes the following Findings of Fact and Conclu- 
sions of Law: 


FINDINGS OF FACT 


1. Plaintiff, North Branch Products, Inc. is a corpora- 
tion organized and existing under the laws of the State of 
Michigan, and has its principal place of business at Mill- 
ington, Michigan. 


2 Defendant, W. Reuen Fisher, is a citizen of the United 
States, residing in Alberta, Canada. 


3. Plaintiff is engaged almost exclusively in the manu- 


facture for sale and in selling through a wholly owned 
subsidiary, Revere Fisher Manufacturing Company, a line 
of drill guide bushings characterized by a usually replac- 
able helical coil type insert or liner, as described and 
claimed in one or more letters patents, No. 2,766,084, No. 
2744,424, No. 2,737,425, No. 2,852,322, and No. 2,766,083, 
all issued to the defendant. The cireumstances under which 
the plaintiff became thus engaged are as related in the 
following paragraphs. 


4. In the early part of 1949, the defendant approached 
Dr. FE. C. Swanson, a medical doctor, and suggested the 
acquisition of the facilities of the existing North Branch 
Products, Inc. and using them to manufacture and sell 
what defendant described as a revolutionary type of drill 
guide bushing which defendant represented to Swanson 
he had invented and had ready for the market and as 
represented by patent applications theretofore filed by 
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him. Swanson in turn interested Dr. Edward L, Grimm, 
an edueator, in the venture, and later, other persons. 
Thereupon and by the end of March, 1949, defendant se- 
cured the assignment of the outstanding stock of North 
Branch Products, Inc. to Limself as trustec for the initial 
investors, and purchased inachinery from funds supphed 
by himself, Dr. Swanson and others, 


5. Preliminary and incident to the acquisition of all of 
the shares of stock in the corporation, it was agreed be- 
tween defendant and Swanson that defendant would be 
compensated for use of his invention on a royalty basis 
of one per cent of the gross sales of the company, or a 
minimum of $500.00 per month and a maximum of $1500.00 
per month with a charge- back for any salaries paid to 
defendant. 


6. Following the acquisition of the stock of the plain- 
tiff, the first shareholders mecting of the reorganized com- 
pany was held on April 1, 1949 at which Swanson was 
elected President, Grimm as Vice President, and Fisher 
as Secretary-Treasurer. 


@ Thereafter, on April 5, 1949, a written agreement 
prepared by defendant and submitted by hin to Swanson 
Was executed under which defendant licensed to the cor- 
poration the exclusive use, right and benefit of patent 
applications filed by defendant in April, 1948, November, 
1948 and December, 1949, upon the same royalty basis as 
indicated in paragraph 5 above. Actually, there were only 
two applications which had been filed by defendant. The 
first was filed December 22, 1948 and was finally rejected 
by the U.S. Patent Office on January 30, 1952 and aban- 
doned, The second matured as patent No. 2, 543,840 issned 
March 6, 1951, and related to a locking device for a solid 
steel bushing but had no commercial value. 


8. Upon acquisition of control of plaintiff and at all 
times thereafter up until April 17, 1957, defendant was a 
principal stockholder, director and oflicer of the corpora- 
tion. He was in sole charge of all phases of manufacture 
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and sales of drill guide bushings and also was in sole 
charge of experimentation, research and engineering with 
respect to development of said bushings. At various times 
until termination of his office as General Manager on April 
17, 1957, he held the title of Secretary-Treasurer and Gen- 
eral Manager. He was the only person connected with 
cither plaintiff or its subsidiary with any experience and 
knowledge in the field of drill guide bushings. At all times 
defendant was paid a salary for his work and in addition 
he was and still is a principal stockholder in the corpor- 
ation. 


9. All other officers and directors of plaintiff were non- 
technical men who relied entirely upon the knowledge, 
training, experience and representations of the defendant 
with respect to experimentation, development, research, 
manufacture and sales for its products. 


10. The bushings which defendant had represented to 
Swanson were a revolutionary new type and which were 
described in the applications covered by the agreement of 
April 5, 1949, were of no commercial value, For this reas- 
on, which time was spent by defendant and other em- 
plovees of plaintiff in an effort to develop a bushing which 
would sell. The inventions claimed in the patents which 
are the subject of this suit were developed by the defend- 
ant by the use of plaintiffs machinery, plant facilities, 
material, employees, on company time and with company 
funds. At least a portion of the expense of applying for 
and obtaining the patents was paid out of plaintiff's funds. 
This experimental work resulted in applications for letters 
patent, the first of which was filed January 10, 1952 and 
the remaining four applications in the year 1953. Four of 
the patents were issued in the year 1956 and one, namely, 
No. 2,852,322, was dated September 16, 1958. 


11. Prior to issuance of the aforesaid patents, defend- 
ant refused and failed to give any information to plaintiff's 
other officers and directors with respect to the existence 
and/or status of patent applications. 
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12. In March, April and May of 1956, defendant as 
Secretary-Treasurer and General Manager, caused three 
checks to be issued to himself and designated them in his 
own handwriting as payment of royalties, No disclosure 
of this fact was made to the other officers or the Board of 
Directors. Defendant first made claim to voyalties after he 
left the company and royalty checks were mailed to him 
for the months of March, April and May, 1957 in the mis- 
taken belief that any patents which he held had been in 
fact issued to hin on the applications referred to in the 
agreement of April 5, 1949. When the error was discovered, 
no further payments were made. 


13. There are approximately 170 stockholders in plain- 
tiff corporation who paid approximately $500,000.00. for 
their stock. In at least one instance, defendant assured 
the prospective purchaser of stock, before he purchased, 
that the company owned the patents. 


CONCLUSIONS OF LAW 


1. The agreement of April 5, 1949 related only to the 
patent applications referred to therein and did not extend 
to new and patentable inventions disclosed in the patents 
and patent applications involved in this suit. 

2, By reason of defendant's status and position as prin- 
cipal sharcholder, officer, director and general manager 
in sole charge of experimentation, research, development, 
manufacture and sales, defendant was in a fiduciary rela- 
tionship with the plaintiff at the time the inventions claim- 
ed in the patents were developed and the applications for 
said patents were filed by, and the patents issued, to de- 
fendant. 

3. The defendant violated his fiduciary relationships 
with the company. 

4. The plaintiff has the equitable right to the patents 
and patent applications in suit and is entitled to a decree 
declaring it to be the owner of the legal title thereto. 

/s/ Joseph C. McGarraghy, 
Judge. 
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AMENDED FINDINGS OF FACT AND CONCLUSIONS 
OF LAW 


(Filed September 27, 1961) 


This cause having come on for trial by the Court with- 
out a jury and having been fully heard, and heen argued 
hy counsel for the parties, the Court, this 27th day of Sep- 
tember, 1961 makes the following Findings of Fact and 
Conclusions of Law: 


FINDINGS OF FACT 


1. Plaintiff, North Branch Products, Tne, is a corpora- 
tion organized and existing under the laws of the State 
of Michigan, and has its principal place of business at 
Millington, Michigan, 


2 Defendant, W. Reuen Fisher, is a citizen of the 
United States, residing in Alberta, Canada. 


3. Plaintiff is engaged almost exclusively in the manu- 
facture for sale and in selling through a wholly owned 
subsidiary, Revere Fisher Manufacturing Company, a line 
of drill guide bushings characterized by a usually replace- 
able helical coil type insert or liner, as described and 
claimed in one or more letters patents, No. 2,766,084, No. 
2 744,424, No, 2,737,425, No. 2,852,522, and No. 2,766,083, 
all issued to the defendant. The cireumstances under which 
the plaintiff became thus engaged are as related in the 
following paragraphs. 


4, In the carly part of 1949, the defendant approached 
Dr. E. C. Swanson, a medical doctor, and suggested the 
acquisition of the facilities of the existing North Branch 
Products, Inc. and using them to manufacture and sell 
what defendant described as a revolutionary type of drill 
guide bushing which defendant represented to Swanson he 
had invented and had already for the market and as repre- 
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sented by patent applications theretofore filed by him. 
Swanson in turn interested Dr. Edward L. Grimm, an 
educator, in the venture, and later, other persons. There- 
upon and by the end of March, 1949, defendant secured 
the assigmnent of the outstanding stock of North Branch 
Products, Inc. to himself as trustee for the initial invest- 
ors, and purchased machinery from funds supplied by 
himself, Dr. Swanson and others. 


5. Preliminary and incident to the acquisition of all of 
the shares of stock in the corporation, it was agreed be- 
tween defendant and Swanson that defendant would be 
compensated for use of his invention on a royalty basis of 
one per cent of the gross sales of the company, or a min- 
imum of $500.00 per month and amaximum of $1500.00 
per month with a charge-back for any salaries paid to 
defendant. 


6. Following the acquisition of the stock of the plain- 
tiff, the first sharcholders meeting of the reorganized com- 
pany was held on April 1, 1949 at which Swanson was 
elected) President, Grimm as Vice President, and Fisher 
as Necretary-Treasurer, 


7. Thereafter, on April 5, 1949, a written agreement 
prepared by defendant and subinitted by him to Swanson 
was executed under which defendant licensed to the cor- 
poration the exclusive use, right and benefit of patent 
applications filed by defendant in April, 1948, November, 
1948 and December, 1949, upon the same royalty basis as 
indicated in paragraph 5 above. Actually, there were only 
two applications which had been filed by defendant. The 
first was filed December 22, 1948 and was finally rejected 
by the U.S. Patent Office on January 30, 1952 and aban- 
doned. The second matured as patent No, 2.543.840 issued 
March 6, 1951 and related to a locking device for a solid 
steel bushing but had no comercial value. 


8. Upon acquisition of the shares of stock in plaintiff 
corporation as recited in finding 4+ hereof, defendant be- 
came and continues to be a principal stockholder of the 
corporation. He also served intermittently as a director 


Amended Findings of Fact and 
Conclusions of Law 


and officer until April 17, 1957. He was in sole charge of 
all phases of manufacture and sales of drill guide bushings 
and also was in sole charge of experimentation, research 
and engineering with respect to development of said bush- 
ings. At various times until termination of his office as 
General Manager on April 17, 1957, he held the title of 
Secretary-Treasurer and General Manager. He was the 
only person connected with either plaintiff or its subsidiary 
with any experience and knowledge in the field of drill 
guide bushings. At all times defendant was paid a salary 
for his work. 


9. All other officers and directors of plaintiff were non- 
technical men who relied entirely upon the knowledge, 
training, experience and representations of the defendant 
with respect to experimentation, development, research, 
manufacture and sales of its products. 


10. The bushings which defendant had represented to 
Swanson were a revolutionary new type and which were 
described in the applications covered by the agreement of 
April 5, 1949, were of no commercial value. For this 
reason, much time was spent by defendant and other em- 
ployees of plaintiff in an effort to develop a bushing which 
would sell. The inventions claimed in the patents which 
are the subject of this suit were developed by the defend- 
ant by the use of plaintiff’s machinery, plant facilities, 
material, employees, on company time and with company 
funds. At least a portion of the expense of applying for 
and obtaining the patents was paid out of plaintiff’s funds. 
This experimental work resulted in applications for and 
issuance of letters patent as follows: 


Patent No. 2,744,424, application filed January 
1952 and patent issued May 8, 1956. 


Patent No. 2,737,425, application filed March 
1953 and patent issued March 6, 1956. 

Patent No. 2,766,083, application filed March 
1953 and patent issued October 9, 1956. 


Amended Findings of Fact and 
Conclusions of Law 


Patent No. 2,766,084, application filed July 29, 1953 
and patent issued October 9, 1956. 


Patent No. 2,852,322, application filed July 29, 1953 
and patent issued September 16, 1958, 


11. Prior to issuance of the aforesaid patents, defend- 
ant refused and failed to give any information to plaintiff's 
other officers and directors with respect to the existence 
and/or status of patent applications. The defendant pur- 
sued a course designed to, and which did, in fact, conceal 
such information from the other officers and directors. 
Infforts by them to obtain such information were consist- 
ently frustrated by the defendant. It was not until March, 
1957, when the defendant left Michigan for Canada, that 
the other officers and directors were able to determine the 
status and facts with respect to the patents. 


12. In March, April and May of 1956, defendant as 
Secretary-Treasurer and General Manager, caused three 
checks to be issued to himself and designated them in his 
own handwriting as payment of royalties. No disclosure 
of this fact was made to the other officers or the Board of 
Directors. Defendant first made claim to royalties after 
he left the company and rovalty checks were mailed to him 
for the months of March, April and May, 1957, in the mis- 
taken belief that any patents which he held had been in 
fact issued to him on the applications referred to in the 
agreement of April 5, 1949. When the error was discov- 
ered, no further payments were made, 


13. There are approximately 170 stockholders in plain- 
tiff corporation who paid approximately $500,000.00 for 
their stock. In at least one instance, defendant assured 
the prospective purchaser of stock, before he purchased, 
that the company owned the patents. 


Judgment 


CONCLUSIONS OF LAW 


1. The agreement of April 5, 1949 related only to the 
patent applications referred to therein and did not extend 
to new and patentable inventions disclosed in the patents 
and patent applications involved in this suit. 


2. By reason of defendant's status and position as 
principal shareholder, officer, director and general man- 
ager in sole charge of experimentations, research, devel- 
opment, manufacture and sales, defendant was in a fiduci- 
ary relationship with the plaintiff at the time the inven- 
tions claimed in the patents were developed and the appli- 
cations for said patents were filed by, and the patents 
issued to, defendant. 


3 The defendant violated his fiduciary relationship 
with the company. 

4, The plaintiff's cause of action is not barred by either 
the Michigan or the District of Columbia statutes of lim- 
itations. 

5. The plaintiff has the equitable right to the patents 
and patent applications in suit and is entitled to a decree 
declaring it to be the owner of the legal title thereto. 

/s/ Joseph C. McGarraghy, 
Judge. 


JUDGMENT 
(Filed September 27, 1961) 


This case having come on for trial by the Court without 
a jury, and having been fully heard, and been argued by 
counsel for the parties, and the Court having made the 
Findings of Facts and Conclusions of Law on June 26, 
1961; 
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It is therefore Declared, Adjudged and Deereed that: 


1. The plaintiff, North Branch Products, Inc., a cor- 
poration of the State of Michigan having its principal 
place of business at Millington, Michigan, is the owner of 
the entire right, title and interest in and to United States 
Letters Patents Nos. 2,737,425, 2,744,424, 2,766,083, 2,766,- 
O84, and 2,852,322 all issued to the defendant, W. Reuen 
Fisher. 


2. The defendant shall execute a written assignment, 
without reservation, of said patents and of any and all 
pending patent applications, if any, filed by defendant on 
the general subject of drill guide bushings during the per- 
iod beginning April 1, 1949 and terminating April 17, 1957, 
to the plaintiff within thirty (30) days from the date of 
this Judgment. 


3. Upon failure of the defendant to so assign said pat- 

. . . . “fo o: P 
ents and said pending applications, if any, this Judgment 
shall operate as such an assignment. 


4+. The defendant is enjoined perpetually from inter- 
fering with plaintiff’s use, either directly or indirectly, 
or with the use by plaintiff’s licensees, if any, or with the 
use by plantiff’s customers, of the structures disclosed and 
claimed in said patents and said applications if any. 


». Costs as taxed by the clerk shall be borne by the 
defendant. 


/s/ Joseph C. McGarraghy, 
United States District Judge. 
September 27, 1961. 
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NOTICE OF APPEAL 
(Filed October 25, 1961) 


Notice is hereby given that W. Reuen Fisher, a citizen 
of the United States, residing in Alberta, Canada, Defend- 
ant above named, hereby appeals to the United States 
Court of Appeals for the District of Columbia Circuit 
from the Judgment entered in this action on the 27th day 
of September, 1961. 

Dated at Washington, D.C. this 25th day of October, 
A.D. 1961. 

/s/ Robert G. Mentag, 
Attorney for Defendant, 
3437 Book Tower, 
Detroit 26, Michigan. 
/s/ Albert W. Rinehart, 


Counsel for Defendant, 
1331 G. Street, NW, 
Washington 5, D.C. 


CERTIFICATE OF SERVICE 


I Albert W. seule do hereby certify that I did on 

day of January, 1962, serve two copies of the 

foregoing Joint Appendix on the ‘Attorney for the appellee 

by personally delivering said copies thereof to Mr. J. Har- 

old Kilcoyne, attorney for appellee at his office at 961 
National Press Building, Washington, D. C. 


Albert W. Rinehart 
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Canada, Appellant . 
Vv. 


Nortn Brancn Propucts, Ixc., a Michigan Corporation of 
Millington, Michigan, Appellee 


Appeal from the United States District Court for the 
District of Columbia 


PETITION FOR REHEARING BY THE DIVISION, OR A 
REHEARING EN BANC 


The Appellant above named respectfully petitions this 
Honorable Court for a Rehearing by the Division, or a 
Rehearing En Bane of the appeal in the above entitled 
cause, and in support of this petition represents to the 
court as follows: 


1. The Court erred in holding that in its earlier decision 
it had decided all of Appellant’s contentions that the 
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District Court lacked jurisdiction. The first appeal in this 
case was taken by the appellee company on the Order of 
the District Court dismissing the action on the ground of 
forum non conveniens. Under such circumstances this 
Court did not thoroughly analyze the jurisdiction of the 
District Court in the earlier decision. For example, in 
the earlier decision this Court said 


“We do not decide whether service so made gave the 
court jurisdiction over the subject matter, for, that 
question aside, such jurisdiction resides in the common- 
law equity jurisdiction of our District Court.’’ 


Thus it is seen that this Court did not fully decide 
the issue of jurisdiction in the earlier decision. At no 
place in the earlier decision is there found any discussion 
by this Court as to why the District Court had jurisdiction 
over the subject matter under Section 306, Title 11, D. C; 
Code 1951 when taken with Section 308, Title 11, D. C. 
Code in the bringing of this suit by original process against 
a person who was not an inhabitant of, or found within the 
District. This issue is clearly presented in Appellant’s 
Question No, 1(a) on pages 13 through 16 of Appellant’s 
main Brief and pages 8 through 15 of his Reply Brief. 
The Appellant has appealed on this issue; it has not heen 
previous!y decided and this Court should decide this issue 
so as to give Appellant due process by way of a full and 
fair hearing on the issue which is a pivotal and determina- 
tive one. 


This Court also erred by not applying the law of Blaski 
y. Hoffman, 1960, 363 U.S. 335, 80.8. Ct. 1084, 4 1. Ed. 2d 
1254, in view of the aforementioned circumstances. The 
Blaski case holds that no court in any action acquires 
jurisdiction cither of the subject matter or of the parties 
until the action is properly brought in such court. This 
case could not be properly brought under either the Patent 
Laws or the equity jurisdiction of the District Court in 
view of Section 11-308, Title 11, D.C. Code. 
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9. This Court erred in not analyzing Appellant’s counter- 
claim to determine if it was or was not a compulsory 
counterclaim. In its earlier decision this Court did not 
decide this issue but merely said 


“The District Court thought that the counterclaim 
was permissive.’’ 


This issue is important because the District Court deemed 
that Appellant had waived objection to service of process 
as well as any objection to jurisdiction over the person 
by asking for affirmative relief on the counterclaim, The 
District Court said 


“(It should be noted in passing that the counterclaim 
was not one of a compulsory nature under Rule 13(a) 
of the Federal Rules of Civil Procedure. The defend- 
ant must therefore, be deemed to have waived any 
objection to jurisdiction over the person.”’ 


It is thus seen that the District Court based the alleged 


waiver of lack of jurisdiction over the person on the basis 
that the counterclaim was not a compulsory counterclaim 
and was permissive. This is the reason why it is important 
to determine whether or not the counterclaim was compul- 
sory. The filing of an answer did not in itself cause such 
a waiver as the District Court held when it said 


“Unlike the practice that prevailed previously, objec- 
tions to service of process are not waived by answer- 
ing to the merits, Rule 12(h).” 


This issue is a pivotal and determinative issue because 
the filing of a compulsory counterclaim under the rules is 
not a voluntary act and is not a voluntary submission to 
the court’s jurisdiction. Furthermore, there is only one 
way to present a compulsory counterclaim as required by 
Rule 13(a) and that is in a pleading. See Lawhorn v. 
Atlantic Refining Company (1962), 5th Cir., 299 F. 2d 353 
on this point. Accordingly, if Appellant’s counterclaim was 
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compulsory as contended, the only way to present it was 
by a pleading, an answer with a counterclaim. 


This issue is clearly presented in Appellant’s Question 
No. 1(e) on pages 19 and 20 of Appellant’s main brief and 
pages i1 through 13 of Appellant’s Reply Brief. Under the 
facts of this case it is an inescapable conclusion that Appel- 
lant’s counterclaim was a compulsory counterclaim and 
arose from the same transaction or occurrence as Appel- 
lee’s alleged claim because under the District Court’s 
erroneous decision Appellant’s counterclaim disappeared 
and this could not happen if the counterclaim was permis- 
sive. 


3. This Court erred in not ruling on Appellant’s Ques- 
tion No. IT that Plaintiff-Appellee had lost its power to 
start this action on April 21, 1958 because its corporate 
powers were suspended on May 15, 1957 and were ab- 
solutely void on May 15, 1958 because of the failure to 
file acceptable annual franchise fees and reports in aecord- 
ance with the Michigan Corporation Act. This issue is 
pivotal and determinative and was not decided by this 
Court in its first decision because Appellee who brought 
the first appeal did not raise that issue. This issue is 
properly before this Court under Appellant’s appeal and 
should be decided. Appellee is a Michigan corporation 
and its right to sue depends upon the law of the incorporat- 
ing state, namely, Michigan. (F.R.C.P. No. 17) This 
Court has held on a number of oceasions that the law of 
the place of the injury determines the rights and liabilities 
to an injury. Boland v. Love, 95 U.S. App. D.C. 337, 222 
F. 2d 27 (1955); Utica Mutual Insurance Co. v. Potomac 
Tron Works, Inc. (1962), 300 F. 2d 733. In the present 
case we have an alleged breach of fiduciary duty of a 
Michigan corporation officer and Michigan law must be 
applied to determine the rights and liabilities. 


This issue is clearly presented in Appellant’s Question 
No, If on pages 20 and 21 of his main Brief and on pages 
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17, 18 and 19 of his Reply Brief. The time chart shown 
on page 18 of Appellant’s Reply Brief clearly shows that 
when Appellant brought his motion to dismiss this case on 
September 9, 1958, on the ground that Appellee had lost 
its power or capacity to sue, that Appellee had failed for 
over two consecutive years to file acceptable annual re- 
ports and franchise fees and that under Michigan Com- 
piled Laws of 1948, section 450.91 the Appellee’s charter 
was absolutely void. Under U.S.C, Title 28, Section 1652, 
state law shall be regarded as rules of decision in civil 
actions in the courts of the United States in the cases 
where they apply. In this case the aforementioned Michi- 
gan law is a controlling rule of decision on this issue, and 
this Court erred by not overruling the District Court and 
holding that the court should have dismissed this case on 
Appellant’s motion in accordance with the aforecited 
Michigan law. 


4, This Court erred in affirming the District Court’s 
conclusion of law No. 3, that the Appellant had breached 
his fiduciary relationship with the Appellee company. The 
District Court merely made the bare and unexplained con- 
clusion, ‘The defendant violated his fiduciary relation- 
ship with the company.’? (J.A. 234) However, the District 
Court did not state what the violation consisted of, or 
how, or in what way Appellant had violated his fiduciary 
relationship. This Court has affirmed the District Court’s 
bare and unexplained erroneous conclusion with another 
bare and unexplained conclusion, Under the cireumstances 
Appellant has been held guilty of violating his fiduciary 
relationship with Appellee without any explanation there- 
for, and this situation has been compounded by this Court. 
Appellant contends that under these circumstances he has 
not been rendered due process. 


If a Court concludes that a breach of fiduciary relation- 
ship has occurred it should be able to state the grounds 
for such breach, or what actions comprised the breach, or 
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which of the conclusions of facts sets forth the alleged 
basis for the breach. Under the instant conclusion the 
District Court took away Appellant’s patents which cover 
an invention (Def. Ex. 21) which he brought into the Appel- 
lee company under a pre-incorporation agreement (recog- 
nized by the District Court in Finding of Fact #5) and 
it is basie justice that the court should be able to tell the 
Appellant how he violated his fiduciary relationship so as 
to have taken away from him an invention he made before 
the Appellee corporation existed and which he thought he 
had protected under an agreement with the Appellee. 


This issue was discussed under Question No. ITI on pages 
21 through 28 of Appellant’s main Brief and took into 
account Findings of Fact § and 11. Under the discussion 
of this question on said pages it was shown that Appel- 
lant was not in sole charge of Appellee, that other persons 
with experience were connected with Appellee, that Appel- 
lant was not paid a salary at all times, and that Appellant 
did not refuse to give to other officers information about 


patents but that contra to such a situation he gave them 
information on the patents in issue. 


5. This Court erred in affirming the District Court’s con- 
clusions of law Nos. 1, 2 and 5. These conclusions were 
discussed under Appellant’s Question No. IV. Conclusion 
No. 1 said that the agreement of April 5, 1949 did not 
include the inventions disclosed in the patents. However, 
as the District Court recognized in Findings No. 5 there 
was a preincorporation agreement covering Appellant’s 
invention and the same terms were used in the agreement 
of April 5, 1949. It is undisputed that Appellant did have 
the bushing invention, Pl, Ex. 21, which runs throughout 
all of the patents in issue, before he entered into the 
April 5th agreement. The preincorporation invention, 
Pl. Ex. 21, reads directly on the basic claims 1 and 2 of 
the basic patent No. 2,744,424, and these undisputed facts 
are clearly set forth on pages 3 through 6 of Appellant’s 
Reply Brief. Accordingly, there were no new inventions 
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made after the company was started but merely improve- 
ments on Appellant’s basic invention, and Appellant was 
not in any fiduciary relationship when said basic invention 
was made. Any improvements stemming from said basic 
invention were covered under the April 5, 1949 agreement 
because of the fact that the parties thereto operated there- 
under. The Appellee knew about the patents and applica- 
tions in issue for reasons set forth on pages 24 through 27 
of Appellant’s main Brief. In view of the foregoing, 
Appellant contends that this Court erred in affirming the 
District Court’s conclusions of law Nos. 1, 2 and 5. 


6. This Court erred in affirming the District Court’s 
conclusion of law No. 4 that the Appellee’s cause of action 
was not barred by either the Michigan or the District of 
Columbia statutes of limitations. Again, the District 
Court gave no explanation for this conclusion and this 
Court affirmed without explanation. 


This defense was thoroughly briefed and argued by both 
parties in the District Court and by Appellant under 
Questions V and VI, on pages 36 through 42 of his main 
Brief. Appellant contends that it is basic justice that the 
Court should be able to tell the Appellant why this defense 
is inapplicable. This is especially important in view of 
the fact that under the Michigan Corporation Laws, 
Section 47, the present action could not be brought in 
Michigan because it was not brought within the time limits 
set forth in said statute for bringing actions against 
Directors of Michigan Corporations for breach of fiduciary 
duties. Under the instant circumstances the District Court 
and this Court has deprived Appellant of his Federal 
Rights to Due Process and Equal Protection of the laws. 
Appellant has lost the protection of the Michigan Corpora- 
tion Law, Section 47, to which he is entitled because he was 
serving as a Michigan Corporate Director during the period 
when he allegedly violated his fiduciary relationship with 
Appellee. As set forth in the aforecited Boland v. Love 
ease, this Court is bound to apply the applicable laws of 
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Michigan. The applicability of Section 47 of the Michigan 
Corporation Laws to actions of this type was recognized by 
a Federal Appeals Court in Wolf v. Thomas, 1959, 6th Cir., 
271 Fed. 2d 634. The refusal by this Court to apply this 
statute sets up a conditioa where two Federal Appeals 
Courts have ruled differently on this statute. The Michigan 
State Supreme Court explained the operation of Section 47 
in the case of Detroit Gray Iron and Steel Foundries, Inc. 
y. Martin, 362 Mich. 205, 106 N.W. 2d 793, and it is basic 
that this Court is bound by the interpretations of the 
highest Court of Michigan of the laws of that state. 


CONCLUSION 


This Court is not compelled to follow the former decision 
on jurisdiction in this case and is free to determine whether 
the circumstances are such that a different result should 
be reached. Messenger v. Anderson, 1912, 225 U.S. 436, 
32 S. Ct. 739; and United States v. United States Smelting 
etc. Co., 1950, 339 U.S. 186, 70 S.Ct. 537, 94 L. Ed. 750. 


Appellant respectfully contends that this Court erred in not 
ruling on Appellant’s contentions on jurisdiction and in 
affirming the District Court’s conclusions of law and 
findings of fact for the reasons briefly set forth herein and 
requests a rehearing in this case. 


Respectfully submitted, 


Rosert G. MENTAG, 
Attorney for Appellant, 
3437 Book Tower, 
Detroit 26, Michigan 
Apert W. RINewartT, 
Counsel for Appellant, 
1331 G Street, N.W., 
Washington 5, D. C. 
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CERTIFICATE OF GOOD FAITH UNDER RULE 26(a) 


J, Albert W. Rinehart, of counsel for appellant, do hereby 
certify that the Petition for Rehearing by the Division or 
a Rehearing en Bane, filed concurrently herewith, is in 
my judgment, well founded, is presented in good faith, and 
is not interposed for the purposes of delay. 


Ausert W. RINEHART 
Of Counsel for Appellant 
January 11, 1963 


CERTIFICATE OF SERVICE 


I, Albert W. Rinehart, do hereby certify that I did on 
the 11th day of January, 1963, personally serve two copies 


of the Appellant’s Petition for Rehearing on the Attorney 
for the Appellee, Mr. J. Harold Kileoyne, by leaving two 
copies of the Petition at his office at 961 National Press 
Building, Washington 4, D. C. 


Apert W, Rrxenart 
Counsel for Appellant 
Dated: January 11, 1968 


